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UNITED  NATIONS 


CURRENT  ECONOMIC  DEVELOPMENTS  IN  EUROPE 


1.  Economic  Expansion  in  Western  Europe 

In  western  Europe  the  revival  of  economic  activity  By  and  large,  this  is  the  pattern  of  renewed  industrial 

which  began  in  most  countries  late  in  1958  or  early  expansion  which  most  western  European  countries 

in  1959  gathered  speed  during  the  spring  and  summer  have  experienced  ;  and  almost  everywhere  the  rise  in 

months.  the  output  of  the  chemicals  industries  —  which  con- 

Although  the  total  industrial  output  of  the  western  tinned  to  expand  rapidly  in  1958 —  has  tended  to 
European  countries  had  been  only  marginally,  if  at  all,  exceed  that  of  industrial  output  as  a  whole, 
higher  in  the  first  quarter  of  this  year  than  a  year  Yet  the  magnitude  of  the  increase  in  industrial  pro- 
earlier,  by  the  second  quarter  their  industrial  produc-  duction  has  varied  greatly  from  country  to  country 

tion  was  5  per  cent  higher  than  in  the  second  quarter  (see  Table  1)  and  seems  to  depend  on  two  interrelated 

of  1958.  There  have  been  larger  increases  in  output  factors :  the  timing  of  the  upturn  in  activity,  and  the 

in  the  steel,  metal-using,  and  —  in  particular  —  chemi-  development  of  production  during  the  preceding 

cals  industries ;  but  smaller  increases  in  the  textile  period  of  expansion  from  1953  to  1957.  As  was  to  be 

and  food-processing  industries  (see  Tables  1  and  2).  expected,  the  increase  in  production  from  the  second 


Table  1 

Industrial  production  in  certain  western  European  countries 


Index  numbers,  1953  =  100,  seasonally  adjusted 


Country 

1 

1957  ! 

1958 

1959 

I 

II 

III 

IV 

I 

II 

III 

Austria  . 

■■ 

153 

149 

151 

147 

150 

155 

158  " 

Belgium . 

120 

112 

114 

113 

115 

117 

119" 

Denmark . 

msm 

114 

119 

124 

123 

123 

128 

130* 

Finland . 

134 

133 

126 

130 

127 

130 

139 

142* 

France . 

145 

155 

156 

149 

152 

152 

158 

154  * 

Western  Germany  .... 

147 

152 

151 

151 

152 

157 

160 

160* 

Italy . 

138 

139 

138 

140 

145 

148 

152 

154* 

Netherlands . 

126 

124 

126 

127 

129 

133 

137 

137  * 

Norway . 

128 

119 

125 

125 

128 

116 

137 

132* 

Sweden  . 

119 

121 

119 

119 

120 

121 

123 

125  * 

United  Kingdom  .... 

116 

116 

112 

114 

114 

114 

120 

121  * 

Yugoslavia . 

170 

181 

184 

186 

200 

198 

209 

202  " 

Sources :  National  statistics.  July.  ^  July-August. 

Note.  —  Factors  for  correction  of  seasonal  fluctuations  have  been  taken  from  Definitions  and  Methods,  1,  Indices  of  Industrial  Production,  OEEC,  Paris, 
except  for  Finland  and  Yugoslavia,  where  adjustments  have  been  made  by  the  secretariat. 


Table  2 

Industrial  production  by  sectors  in  OEEC  countries 

Index  numbers,  1953  =  100,  seasonally  adjusted 


Sector 

1957 

1958 

1959 

I 

II 

III 

IV 

I 

II 

III 

IV 

I 

II 

III 

Total  industrial  production 

1 

1 

(excluding  building)  .... 

130 

131 

132 

133 

134 

132 

133 

135 

I  135 

139 

140“ 

Textiles . 

115 

115 

116 

112 

109 

106 

109 

106 

1  102 

109 

Chemicals . 

141 

143 

147 

150 

150 

150 

153 

160 

!  165 

170 

Metal-using  industries  .... 

137 

138 

141 

141 

145 

142 

144 

144 

146 

152 

Food-processing  industries  .  . 

120 

121 

122 

123 

126 

122 

125 

128 

1  129 

126 

Sources :  General  Statistics,  OEEC  Statistical  Bulletins,  and  national  statistics.  o  July-August. 


quarter  of  1958  to  the  second  quarter  of  this  year  was 
greatest  in  those  countries,  such  as  the  Netherlands, 
where  recovery  began  early ;  while  in  those  such  as 
France,  where  both  the  initial  slowing-down  and  the 
subsequent  revival  came  later,  the  increase  in  output 
was  quite  small.  Finland  was  the  only  major  excep¬ 
tion.  There  the  trough  in  industrial  production  was 
reached  only  in  the  last  quarter  of  1958  ;  yet  by  the 
second  quarter  of  this  year  industrial  output  was  10 
per  cent  higher  than  a  year  earlier. 

An  interesting  aspect  of  the  recent  rise  in  produc¬ 
tion  has  been  the  relatively  high  increase  enjoyed  by 
those  countries  where  the  rate  of  growth  of  industrial 
output  from  1953  to  1957  was  also  relatively  high. 
This  is  more  or  less  true  of  nine  of  the  twelve  coun¬ 
tries  for  which  satisfactory  data  are  available ;  the 
exceptions  are  Austria,  France,  and  western  Germany. 
In  these  three  countries,  industrial  output  grew  at 
approximately  the  same  high  rate  between  1953  and 
1957,  yet  in  the  course  of  the  past  year  the  rate  of 
growth  in  western  Germany  has  been  about  equal 
to,  and  in  Austria  and  France  rather  lower  than,  that 
of  total  western  European  industrial  production.  In 
France  this  may  simply  have  been  because  the  low 
point  in  output  was  reached  at  the  end  of  1958  and 
because  of  the  still  lingering  effects  of  past  contrac¬ 
tionary  policies.  In  Austria,  too,  the  renewed  expan¬ 
sion  began  fairly  late.  Nevertheless,  it  seems  reason¬ 
able  to  view  the  expansion  in  Austria  and  western 
Germany  —  and  possibly  also  in  France  —  earlier  in 
the  ’fifties  as  the  outcome  of  a  period  of  reconstruction 
and  structural  change.  In  Austria,  the  exchange  rate 
adjustment  of  1953  coincided  with  the  beginning  of 
the  western  European  revival  and  afforded  the  basis 
for  the  subsequent  rapid  expansion  of  the  country’s 
economy  and  for  its  closer  integration  to  the  inter¬ 
national  economy.  In  western  Germany,  the  non¬ 
recurrent  elements  in  the  process  of  expansion  were 
particularly  striking :  large-scale  unemployment  early 
in  the  ’fifties  and  the  high  rate  of  immigration  of 


labour  from  eastern  Germany ;  gaps  left  in  the  stock 
of  physical  resources  by  the  destruction  of  the  war, 
by  the  post-war  dismantling  of  plant,  and  by  the  parti¬ 
tioning  of  the  country.  These  factors,  in  combination, 
yielded  high  rates  of  profit  in  a  process  of  expansion 
distinguished  by  a  rapid  growth  of  employment  and 
by  a  high  rate  of  investment  in  extending  the  capital 
structure.  Recently  there  have  been  changes.  Since 
the  immigration  of  labour  from  the  east  has  dimi¬ 
nished  and  full  employment  has  almost  been  attained, 
the  scope  for  extensive  growth  of  the  west  German 
economy  has  been  considerably  reduced. ^  Inasmuch 
as  reconstruction  and  structural  changes  have  so  far 
been  non-recurrent  yet  influential  elements  in  the  eco¬ 
nomic  expansion  of  these  countries,  their  future  rates 
of  growth  may  be  expected  to  deviate  less  than  in  the 
past  from  those  of  other  western  European  countries. 

Whereas  an  increase  in  the  exports  of  the  various 
countries  played  a  major  role  at  the  onset  of  the 
expansion  which  lasted  from  1953  to  1957,  it  is  not 
possible  at  this  stage  to  show  any  correlation  between 
rates  of  growth  of  exports  during  the  past  year  and 
increases  in  production  during  the  same  period.  The 
present  revival  is  taking  place  under  the  influence  of 
similar  factors  in  the  different  countries  ;  but  so  far  the 
interaction  between  national  developments  through 
the  medium  of  trade  has  been  of  comparatively  minor 
importance,  and  exports  to  overseas  destinations  other 
than  the  United  States  have  so  far  shown  little 
increase.  However,  as  the  western  European  recovery 
gathers  momentum  in  the  months  ahead,  the  rise  in 
intra-European  trade  and  in  exports  to  overseas  pri¬ 
mary  pioducers  may  tend  to  narrow  the  spread  be¬ 
tween  national  rates  of  growth.  So  far,  the  principal 
factors  generating  the  increase  in  western  European 
economic  activity  have  been  the  continuing  rise  in 
private  consumption  —  particularly  of  durable  goods 
—  sometimes  expressly  promoted  by  policy  measures  ; 

*  See  Economic  Survey  of  Europe  in  1958,  Chapter  III,  pp.  24-26. 


Table  3 


Dwelling  construction  in  certain  western  European  countries 

Thousands  of  dwellings 


Country 

19S8 

1959 

I 

n 

III 

IV 

I 

II 

Belgium  “ . 

.  Authorizations . 

8.3 

9.3 

7.5 

7.0 

8.7 

11.1  b 

Completions . 

6.4 

7.3 

8.2 

10.1 

6.1 

8.7  * 

Denmark . 

.  .  Starts . 

3.4 

6.9 

5.5 

4.6 

4.4 

8.4 

Under  construction  . 

16.7 

20.2 

21.1 

20.8 

20.8 

23.8 

Completions . 

4.3 

3.5 

4.6 

4.9 

4.4 

5.4 

Finland . 

.  .  Authorizations . 

4.7 

8.0 

8.2 

10.7 

5.4 

8.9 

Completions . 

4.9 

4.8 

8.8 

11.5 

4.8 

4.7 

France . . 

.  .  Authorizations . 

75.2 

92.1 

81.3 

96.8 

79.3 

102.0 

Starts . 

- 147.8 - 

- 153.7 - 

76.1 

78.2 

Under  construction  . 

- 603.0 

- 598.1  - 

Completions . 

- 132.1  — _ 

- 158.1 - 

79.2 

72.0 

Western  Germany  . 

.  .  Authorizations . 

104.8 

141.3 

161.7 

141.6 

114.4 

161.1 

Completions . 

43.0 

63.3 

114.0 

234.2 

50.1 

80.4 

Ireland . 

.  .  Authorizations . 

1.2 

1.2 

1.1 

1.2 

1.0 

Starts . 

1.3 

1.0 

1.1 

1.0 

1.0 

Under  construction  . 

4.5 

4.2 

4.4 

4.5 

4.4 

Completions . 

1.6 

1.3 

0.9 

1.1 

1.1 

1.5 

Italy . 

.  .  Authorizations . 

62.7 

61.5 

59.0 

52.4 

63.2 

69.7 

Completions . 

43.7 

43.2 

42.0 

46.8 

44.2 

45.8 

Netherlands  .... 

.  .  Authorizations . 

13.6 

23.0 

22.3 

18.8 

16.9 

23.8 

Starts . 

14.6 

24.1 

25.6 

19.2 

j  18.1 

26.1 

Under  construction  ‘  . 

84.3 

85.2 

90.1 

84.1 

'  86.6 

92.4 

Completions . 

20.1 

23.2 

20.7 

25.0 

j 

20.3 

Norway . 

.  .  Authorizations . 

4.8 

6.6 

7.2 

6.7 

!  4.4 

8.6 

Starts . 

3.4 

7.0 

8.5 

7.4 

,  3.5 

7.9 

Under  construction  ®  .  .  . 

22.7 

23.4 

26.1 

24.4 

22.2 

23.4 

Completions . 

5.5 

6.2 

5.8 

8.9 

1 

6.1 

Portugal . 

.  .  Completions . 

5.5 

7.6 

6.5 

6.8 

j  5.8 

Spain . 

.  .  Authorizations . 

23.2 

16.8 

23.6 

22.0 

30.0 

26.1  * 

Sweden . 

.  .  Starts . 

15.8 

20.6 

24.5 

17.7 

10.0 

20.0 

Under  construction  . 

58.2 

64.7 

77.9 

74.6 

71.1 

73.5 

Completions . 

14.6 

14.3 

12.3 

21.0 

13.5 

17.6 

Switzerland  ^  . 

.  .  Authorizations . 

2.8 

4.8 

4.9 

5.2 

;  5.0 

6.7 

Under  construction  . 

12.7 

14.5 

17.5 

Completions . 

3.2 

2.2 

3.4 

3.7 

i  2.3 

3.9 

United  Kingdom  .  . 

.  .  Starts . 

56.8 

74.2 

66.4 

65.8 

;  71.3 

93.8 

Under  construction  . 

235.3 

239.7 

236.8 

229.8 

239.2 

262.5 

Completions . 

66.7 

69.5 

69.6 

72.8 

61.9 

1 

70.7 

Sources :  National  statistics  and  Quarterly  Bulletin  of  Housing  and  *  Two  months  at  quarterly  rates. 
Building  Statistics,  ECE.  c  End  of  period. 

o  Number  of  buildings.  d  Forty-two  towns. 
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larger  governmental  current  and  investment  outlays, 
and  —  not  least  —  the  increase  in  residential  and  other 
construction.  The  latter  has  been  induced  in  part  by 
the  low  levels  of  long-term  interest  rates,  which  are 
themselves  largely  the  quasi-automatic  effect  both  of 
the  great  improvements  since  1957  in  the  balance-of- 
payments  position  of  most  western  European  coun¬ 
tries,  and  of  the  slower  rate  of  wage  and  price 
increases. 

Dwelling  Construction 

Dwelling  construction,  which  in  several  countries 
was  already  on  the  increase  in  1958,  rose  further 
almost  everywhere  in  1959  (see  Table  3).  The  rise  in 
activity  was  particularly  sharp  in  Switzerland,  where 
by  the  middle  of  the  year  almost  60  per  cent  ^  “  more 
dwellings  were  under  construction  than  at  mid-1958, 
and  18  per  cent  more  than  during  the  previous  boom 
year  of  1956.  In  the  United  Kingdom,  the  number  of 
dwellings  under  construction  was  by  mid-year  nearly 
10  per  cent  larger  than  a  year  earlier,  with  private 
housebuilding  accounting  for  almost  the  entire  in¬ 
crease.  The  rise  in  west  German  housebuilding 
activity  was  slightly  greater  than  in  the  United  King¬ 
dom,  whereas  the  increases  in  France  and  Italy  were 
more  moderate.  On  account  of  the  different  timing 
of  the  upturn  in  building  activity  in  the  various  coun¬ 
tries,  the  ratios  between  the  rates  of  increase  in  the 
numbers  of  dwellings  started,  under  construction,  and 
completed  varied  widely  from  country  to  country. 
Thus,  in  western  Germany  —  where  activity  was 
already  brisker  during  1958  —  the  rise  from  the  first 
half  of  1958  to  the  first  half  of  1959  in  the  number  of 
dwellings  completed  was  large  in  relation  to  the  rise 
in  the  number  of  dwellings  started  and  under  con¬ 
struction,  whereas  in  Switzerland  in  the  first  half  of 
1959,  the  number  of  dwellings  completed  had  risen 
only  moderately  compared  with  the  rise  in  the  number 
of  dwellings  started  and  under  construction.  The 
increase  in  residential  and  other  construction  led  to  a 
tight  labour  market  with  minimal  unemployment  and 
rising  numbers  of  unfilled  vacancies  in  some  coun¬ 
tries,  such  as  Austria,  Denmark,  western  Germany 
and  Switzerland  ;  and  immigration  of  foreign,  espe¬ 
cially  Italian,  workers  increased  in  the  latter  two 
countries. 

The  Steel  Industries 

The  setback  to  expansion  in  1958  fairly  severely 
affected  western  European  crude  steel  production, 
which  in  the  last  quarter  of  1958  was  almost  10  per 
cent  below  the  previous  peak  reached  in  the  last 
quarter  of  1957  (see  Table  4).  The  slackness  was 

*  “  This  refers  to  the  country  as  a  whole,  as  opposed  to  the 
data  for  42  towns  given  in  the  table. 


caused  primarily  by  a  slower  rate  of  growth  of  output 
in  steel-consuming  industries  (although  in  some  there 
was  an  absolute,  but  minor,  decline).  The  effects  of 
these  developments  were  magnified  by  stock  move¬ 
ments.  Since  high  rates  of  capacity  utilization  were 
maintained  in  steel  production,  stocks  increased  late 
in  1957  and  early  in  1958  ;  but  this  was  followed  by  a 
weakening  of  prices  and  a  stock  decumulation  which 
came  to  an  end  in  the  first  half  of  1959. 

As  might  have  been  expected  —  given  the  charac¬ 
teristics  of  the  1958  setbacks  —  those  branches  of  the 
steel  industry  which  depend  primarily  on  the  demand 
of  capital-goods  industries  were,  in  general,  more 
affected  than  those  supplying  the  consumer-goods 
industries.  Thus,  whereas  plants  manufacturing 
heavy  sections  and  plate  were  operating  at  a  slow 
tempo,  those  manufacturing  sheet  and  light  sections 
were  in  a  much  more  favourable  position  —  particu¬ 
larly  on  account  of  the  buoyant  state  of  the  motor-car 
industry. 

The  maintenance  of  high  levels  of  general  activity 
and  the  revival  of  expansion  in  the  metal-using 
industries  brought  about  the  running-down  of 
stocks,  and  in  most  countries  steel  production  began 
to  climb  during  the  first  quarter  of  1959.  In  some,  a 
rapid  reversal  of  the  stock  cycle  reinforced  the  effect 
of  the  more  rapidly  rising  rate  of  output  in  major 
steel-consuming  industries.  In  others,  the  change  was 
more  gradual ;  and  this  is  particularly  true  of  the 
United  Kingdom,  where  the  recovery  of  output  started 
before  the  process  of  stock  decumulation  had  ended. 

Increasing  exports  of  steel  also  contributed  to  the 
recovery  in  steel  production.  In  the  first  half  of  1959 
orders  received  by  the  steel  industries  of  the  ECSC 
countries  from  within  the  Community  were  25  per 
cent  greater  than  in  the  first  half  of  1958  ;  while 
orders  received  from  third  countries  rose  by  37  per 
cent,  and  accounted  for  almost  one-third  of  the  rise  in 
total  orders. 

In  Belgium-Luxembourg  the  upturn  in  foreign 
demand  undoubtedly  led  the  recovery  in  the  steel 
industry.  In  the  first  quarter,  orders  from  the  United 
States  rose  sharply,  accompanied  by  an  appreciable 
increase  in  orders  from  certain  other  —  particularly 
Asian  —  countries.  A  revival  of  domestic  demand 
and  of  orders  from  other  members  of  the  Community 
followed  only  in  the  second  quarter. 

In  western  Germany  the  effect  of  the  strike  in  the 
United  States  was  twofold.  First,  export  orders 
increased  considerably  during  the  early  months  of 
1959,  and  this  in  itself  provided  a  welcome  stimulus 
to  the  west  German  steel  industry.  Second,  the 
expectation  of  the  strike  in  the  United  States  gave  rise 
to  a  certain  anxiety  among  domestic  steel-users,  who 
decided  to  replenish  their  stocks  quickly.  However, 
the  importance  of  the  expected  strike  in  the  United 
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Table  4 

Production  of  crude  steel  in  certain  western  European  countries 

Thousands  of  tons 


1957  1 

1958 

1959 

Country 

I 

II 

III 

IV 

I 

II 

III 

IV 

I 

II 

July 

August 

Septem¬ 

ber 

Belgium . 

1  671 

1  579 

1  345 

1  670 

1  579 

1  456 

1  471 

1  500 

1  475 

1  594 

517 

503 

571 

France . 

3  514 

3415 

3  389 

3  780 

3  832 

3  705 

3  369 

3  699 

3644 

3  835 

1  243 

1  019 

1  293 

Saar . 

875 

831 

883 

875 

888 

833 

886 

852 

888 

914 

319 

298 

303 

Western  Germany  . 

6  028 

5  841 

6  251 

6  388 

6  262 

5  612 

5  569 

5  343 

5  407 

6  389 

2  320 

2  295 

2  314 

Italy . 

1  637 

1  672 

1  703 

1  765 

1  634 

1  585 

1  475 

1  574 

1  520 

1  632 

508 

525 

610 

Luxembourg  .  .  . 

876 

882 

865 

870 

856 

836 

827 

860 

854 

914 

319 

294 

307 

Netherlands  .  .  . 

297 

287 

303 

303 

393 

360 

354 

376 

397 

397 

131 

138 

140 

*  Total  ECSC  .  . 

14  898 

14  507 

14  739 

15  651 

15444 

14  387 

13  951 

14  204 

14  185 

15  679 

5  357 

5  072 

5  538 

Austria . 

626 

597 

640 

647 

616 

594 

603 

582 

585 

594 

205 

Sweden . 

684 

654 

538 

.631 

641 

589 

503 

670 

724 

732 

76 

United  Kingdom  . 

5  621 

5  702 

5  140 

5  585 

5  563 

5  132 

4319 

4  872 

4  705 

4716 

1  302 

1  370 

1  706 

Spain . 

326 

340 

327 

'  351 

364 

371 

378 

438 

476 

Yugoslavia  .  .  . 

243 

270 

262 

273 

284 

283 

255 

297 

306 

315 

111 

Sources ;  Quarterly  Bulletin  of  Steel  Statistics  for  Europe,  ECE ;  and  national  statistics. 


States  was  relatively  smaller  in  western  Germany  than 
in  Belgium-Luxembourg,  both  because  of  the  gen¬ 
erally  lower  proportion  of  exports  to  domestic  con¬ 
sumption  in  western  Germany  than  in  Belgium- 
Luxembourg,  and  because  of  the  earlier  and  more 
assured  revival  of  total  economic  activity  in  the  former 
country.  Orders  for  finished  steel  rose  very  rapidly 
under  the  influence  of  internal  demand,  and  new 
orders  during  the  second  quarter  of  1959  exceeded 
those  of  the  corresponding  period  of  1958  by  over 
40  per  cent. 

When  the  experience  of  the  recent  past  is  reviewed, 
it  is  evident  that  the  American  strike,  which  was  pre¬ 
ceded  by  large-scale  stock  accumulation  in  the  United 
States,  has  provided  an  important  stimulus  to  the 
European  steel  industry.-  However,  a  factor  of  more 
lasting  importance  is  the  increased  competitiveness  of 
western  European  steel  exports  with  those  of  the 
United  States.  This  has  been  reflected  in  recent  years 
in  the  growth  of  western  European  (and  also  Japanese) 
steel  exports  relative  to  United  States  exports,  and  in 
the  deterioration  of  the  balance  of  trade  in  steel  of 
the  United  States.  The  increased  competitiveness  of 
western  European  steel  products  is  expressed  not  only 
in  relative  costs  and  prices,  but  also  in  non-price  fac¬ 
tors  such  as  shorter  delivery  dates  due  to  expanded 
capacity  (though  slackening  domestic  demand  in  1958 
helped  here).  In  those  countries  where  the  steel 

*  Some  idea  of  the  stimulus  can  be  derived  from  the  proportion 
of  orders  from  the  United  States  in  the  total  of  new  orders 
reported  by  ECSC  countries;  they  reached  25  per  cent  in 
February,  but  declined  to  10  per  cent  in  March,  and  to  8  per 
cent  in  April. 


industry  depends  to  a  high  degree  on  foreign  markets, 
the  American  strike  has  induced  a  substantial  increase 
in  exports,  which  has  bridged  the  gap  between  reces¬ 
sion  and  recovery  more  rapidly  than  might  otherwise 
have  been  the  case. 

At  about  the  same  time  as  exports  were  favourably 
affecting  the  western  European  steel  industry,  a  recov¬ 
ery,  originating  in  the  consumer-durables  industries 
and  spreading  via  the  light  engineering  industries  to 
the  steel  industry,  was  getting  under  way,  particularly 
in  western  Germany  and  the  United  Kingdom.  The 
demand  for  steel  was  also  stimulated  by  the  rise  in 
residential  and  other  construction. 

The  main  factors  behind  the  renewed  growth  of 
output  in  the  European  steel  industry  vary  from  coun¬ 
try  to  country.  In  the  United  Kingdom,  the  main 
impulse  has  come  from  the  motor-car  industry,  and 
from  building  and  contracting.  Steel  production 
recovered  during  the  second  quarter  of  1959  to  the 
level  of  the  same  quarter  of  1958  and,  in  the  third 
quarter,  surpassed  the  level  of  a  year  earlier  though 
still  running  below  the  peak  reached  in  the  second 
quarter  of  1957.  The  sustained  demand  for 
engineering  goods,  both  in  the  internal  market 
and  abroad,  justifies  a  moderate  optimism  in  the 
short  term,  in  spite  of  the  absence  of  any  clear 
signs  of  a  revival  in  industrial  investment.  Yet 
it  is  unlikely  that  capacity  will  be  fully  utilized 
unless  industrial  investment  increases  appreciably. 
Eactors  which  at  present  call  for  a  certain  moderation 
in  the  prevailing  optimism  are  the  poor  prospects  of 
the  plants  which  work  for  the  shipbuilding  industry ; 
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and  the  decline  in  foreign  sales  of  steel  tube  used  in 
the  petroleum  industry,  investment  in  which  has 
declined. 

In  western  Germany,  as  was  pointed  out  earlier, 
the  American  steel  strike  helped  to  reverse  the  internal 
stock  cycle.  Since  February  of  this  year,  new  orders 
for  rolled  steel  products  have  each  month  exceeded 
deliveries.  But,  though  outstanding  orders  have  in¬ 
creased,  they  remain  far  below  the  peak  level  reached 
in  1957.  West  German  production  both  of  crude  steel 
and  of  rolled  products  reached  and  surpassed  the 
levels  of  a  year  earlier  in  the  second  quarter  of  1959. 
Prospects  for  the  west  German  steel  industry  seem 
bright  in  spite  of  the  inroads  made  in  the  domestic 
market  by  lower-priced  French  steels,  since  one  effect 
of  the  American  strike  has  been  to  limit  temporarily 
the  availability  of  Belgian  and  French  steel  in  western 
Germany. 

In  France,  where  the  steel  industry  suffered  only  a 
minor  setback  in  1958,  the  recovery  in  steel  produc¬ 
tion  did  not  start  until  March,  and  the  impetus  has 
come  mainly  from  the  domestic  engineering  and 
automobile  industries.  In  addition,  the  devaluation 
of  ihe  French  franc  provided  rising  French  steel 
exports  with  a  further  stimulus  to  sales  both  to  the 
other  ECSC  countries  and  to  the  United  States.  The 
situation  of  the  French  steel  industry  seems  to  have 
improved  in  recent  months,  and  during  June  new 
orders  increased  by  30  per  cent  over  those  received 
during  April.  However,  in  contrast  with  the  situation 
in  western  Germany  and  the  United  Kingdom,  internal 
demand  shows  no  signs  at  present  of  rising  fast.  Much 
will  now  depend  on  the  speed  with  which  French 
export  prices  are  revised  upward  in  conformity  with 
the  recommendations  of  the  High  Authority,  and  on 
the  extent  of  the  rise. 

The  Belgian  steel  industry  has  been  the  most  favour- 
ably  affected  by  the  American  strike.  Production  and 
exports  have  been  rising  very  rapidly,  and  orders  in 
hand  ensure  a  high  level  of  activity  for  several  months 
ahead.  The  sections  of  the  industry  in  which  the 
recovery  has  been  most  rapid  are  those  producing 
structural  steel  for  building,  and  various  intermediate 
steel  products.  Prospects  seem  good  in  the  short  run, 
but  more  uncertain  farther  ahead.  Here,  as  in  the 
United  Kingdom,  the  outlook  depends  a  great  deal 
upon  the  course  of  industrial  investment  and  on  the 
extent  of  the  expansion  of  foreign  activity  and  demand 
for  steel. 

The  recovery  in  Italian  steel  output  has  been  only 
moderate,  mainly  owing  to  the  slow  increase  in 
domestic  demand.  With  the  most  recent  revival  in 
the  metal-working  industries,  production  may  be 
expected  to  increase  during  the  rest  of  the  year. 

The  Saar,  which  was  united  to  the  western  German 
economy  on  5  July  1959,  may  experience  some  tem¬ 


porary  difficulties  of  adjustment.  With  the  economic 
union  (which  will  increase  western  Germany’s  produc¬ 
tion  of  crude  steel  by  15  per  cent),  prices  which  pre¬ 
viously  were  quoted  in  French  francs,  and  which  after 
the  devaluation  of  the  French  franc  stood  at  a  very 
competitive  level  in  the  west  German  market,  may 
have  to  be  marked  up,  and  some  contraction  of 
demand  and  output  may  result. 

The  Dutch  steel  industry  has  attained  record  pro¬ 
duction  levels  during  recent  months,  with  both  internal 
and  foreign  demand  high.  In  other  western  European 
countries  too,  steel  output  has  risen.  Iron  and  steel 
production  in  Sweden  has  surpassed  pre-recession 
peaks,  foreign  demand  for  low  grades  of  steel  being 
the  most  important  factor  in  the  recovery.  In  Austria, 
steel  output  has  continued  its  growth,  mainly  owing 
to  a  recovery  in  demand  from  the  domestic  mecha¬ 
nical  and  electrical  engineering  industries. 

The  steel  industry  in  Yugoslavia,  having  maintained 
uninterrupted  progress  in  1958,  achieved  an  increase 
in  production  in  the  first  seven  months  of  1959  of 
close  to  15  per  cent  over  that  of  the  corresponding 
period  of  1958. 

The  Coal  Industries 

During  this  year  depressed  conditions  in  the  coal 
market,  and  the  accumulation  of  pit-head  stocks, 
remained  characteristic  features  of  the  coal  industries 
in  the  countries  of  the  European  Coal  and  Steel  Com¬ 
munity  and  in  the  United  Kingdom.  Production  of 
hard  coal  in  the  ECSC  countries  was  6  per  cent  lower 
during  January-September  than  in  the  corresponding 
period  of  1958,  while  stocks  of  unsold  coal  at  pit-heads 
reached  a  new  peak  of  32  million  tons  (about  1^ 
months’  production)  at  the  end  of  August  —  or  12 
million  tons  more  than  at  the  end  of  August  1958 
(see  Table  5).  Production  in  the  United  Kingdom  fell 
during  the  same  period  by  5  per  cent,  and  pit-head 
stocks  rose  from  13  million  tons  in  August  1958 
to  32  millions  tons  (equal  to  rather  more  than 
1^  months’  production)  at  the  end  of  August  this 
year. 

The  measures  contemplated  by  the  High  Authority 
of  the  European  Coal  and  Steel  Community  to  cope 
with  the  coal  crisis  in  the  ECSC  countries  provided 
for  a  reduction  of  3V1  per  cent  in  coal  output  in  1959 
and  for  a  decrease  of  45  per  cent  in  the  volume  of 
coal  imports  into  those  countries.  According  to  these 
recommendations,  all  the  coal  producers  in  the  Com¬ 
munity  would  have  had  to  reduce  their  output  this 
year,  though  to  varying  degrees  ;  and  the  High  Autho¬ 
rity  would  have  been  granted  powers  to  fix  individual 
quotas  for  both  coal  production  and  the  reduction  of 
pit-head  stocks.  However,  these  proposals  were  not 
accepted  by  the  members  of  the  Community,  and  for 
the  time  being  the  measures  adopted  to  deal  with  the 
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Table  5 

Production,  pithead  stocks  and  imports  of  hard  coal  in  certain  western  European  countries 

Thousands  of  tons 


Country 

19S8  1 

1959 

I 

II 

Ill 

IV 

I 

II 

III 

Belgium . 

Production . 

7  612 

6  847 

6  139 

6  464 

5  702 

5  813 

5  179 

Pithead  stocks  “ . 

3  230 

5000 

6  162 

6  928 

7  347 

7  627 

7  758* 

Net  imports  . 

217 

517 

944 

802 

1  011 

662 

Imports  from  United  States  .  .  . 

514 

406 

504 

455 

469 

326 

France . 

Production . 

15  324 

13  994 

13  616 

14  786 

15  093 

14  253 

13  293 

Pithead  stocks  “ . 

5  483 

6310 

7  186 

7  380 

8  687 

10  339 

10  918* 

Net  imports  . 

3  764 

3  148 

2  680 

2  687 

2  376 

2  636 

Imports  from  the  United  States  . 

1  226 

761 

392 

384 

201 

193 

Western  Germany . 

Production . 

34  102 

32  633 

33  081 

32  765 

32  226 

30  863 

30  259 

Pithead  stocks  . 

2  668 

5  569 

7  462 

8  565 

9  920 

11  265 

11  211  * 

Net  imports  . 

1  507 

1  188 

1  716 

640 

-445 

-1  241 

Imports  from  the  United  States  . 

3  237 

2  870 

3  035 

2  215 

2  111 

954 

Total  ECSC 

countries  .  . 

Production . 

64  682 

60  487 

60  109 

61  112 

60  277 

57  950 

55  913 

Pithead  stocks  . 

12  294 

18  235 

22  498 

24  538 

27  929 

31  639 

32  514* 

Net  imports  ‘ . 

7  871 

6  608 

7  368 

6  138 

4  822 

3  882 

Imports  from  the  United  States  . 

7  774 

6  165 

6  604 

5  278 

4  962 

3  559 

United  Kingdom  . 

Production . 

59  121 

55  626 

47  823 

56  638 

55  739 

55  091 

45  969 

Pithead  stocks  “ . 

8  836 

11  471 

15  899 

19  984 

21  166 

29  184 

32  157* 

Net  imports  . 

-914 

-1  073 

-1  203 

-1  179 

-920 

-723 

Imports  from  the  United  States  . 

92 

— 

““ 

Sources :  Bulletin  statistique,  CECA ;  Quarterly  Bulletin  of  Coal  Statistics  for  Europe,  ECE. 
0  End  of  period.  *  End  of  August.  c  Excluding  intra-trade. 


difficulties  of  the  coal  industry  wilt  depend  on  the 
plans  which  have  been,  or  are  being,  prepared  by 
the  individual  member  countries. 

The  chief  condition  proposed  by  the  Community 
before  it  would  grant  economic  assistance  to  Belgium 
was  the  closure  of  inefficient  pits.  The  Belgian 
reorganization  plan  foresees  the  closing-down,  over 
the  period  1959  to  1962  inclusive,  of  pits  which  in 
1957  yielded  almost  one-fifth  of  Belgian  production. 
Even  with  the  implementation  of  this  plan,  however, 
the  position  of  the  Belgian  coal  industry  will  remain 
very  difficult.  Notwithstanding  the  heavy  investment 
(totalling  $400  million)  in  the  industry  between  1951 
and  1958,  output  per  man-shift  in  Belgian  mines 
remains  much  lower  than  in  France  and  western  Ger¬ 
many,  and  production  costs  are  the  highest  of  all  the 
ECSC  countries. 

The  measures  introduced,  or  contemplated,  in 
western  Germany  include  a  plan  for  the  structural 
reorganization  of  the  coal  industry,  the  limitation  of 
coal  imports  from  third  countries,  and  the  taxation 
of  fuel  oil.  In  order  to  effect  a  sharp  cut  in  coal 
imports,  a  duty  of  DM  20  per  ton  was  introduced  in 
February  of  this  year.  Its  impact  has,  however,  been 


modified  by  the  admission  o'  duty-free  quotas 
amounting  to  five  million  tons  for  1959.®  This  meas¬ 
ure,  in  combination  with  increased  exports,  resulted 
—  for  the  first  time  in  recent  years  —  in  net  exports 
of  coal  from  this  country.  A  tax  of  DM  30  per  ton 
on  all  types  of  fuel  oil  in  western  Germany  has 
recently  been  proposed,  following  the  collapse  of  the 
cartel  set  up  to  curb  sales  of  fuel  oil.  It  is  designed 
to  relieve  the  position  of  hard  coal  on  the  home 
market,  and  is  intended  to  remain  in  force  at  least 
until  the  end  of  1962,  so  as  to  cover  the  period  of 
reorganization  in  the  coal  industry.  To  raise  produc¬ 
tivity,  west  German  producers  plan  to  raise  the  level 
of  investment  in  the  industry ;  and  a  programme  has 
been  submitted  by  the  Association  of  Coal  Companies, 
providing  for  the  closure  of  marginal  pits  in  order  to 
reduce  annual  capacity  by  about  6  per  cent. 

In  the  United  Kingdom,  the  National  Coal  Board 
estimates,  on  the  basis  of  a  reassessment  necessitated 
by  worsening  conditions  in  the  coal  market,  that  by 
the  mid-’sixties  it  will  be  able  to  sell  only  200  million 


*  West  German  coal  imports  from  the  United  States  this  year 
are  likely  to  be  about  6  million  tons,  while  the  contracts  origin¬ 
ally  signed  for  19S9  provided  for  imports  of  12  million  tons. 
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to  215  million  long  tons  of  coal  a  year  at  profitable 
prices,  in  contrast  with  the  amount  of  240  million  tons 
foreseen  in  the  long-term  plan  published  in  April  1956. 
The  Board  is  therefore  planning  to  close  more  than 
one-quarter  of  all  the  pits  which  are  being  worked  at 
present.  In  1960  alone,  48  deep  coal  pits  are  to  go  out 
of  production  (compared  with  20  to  30  in  a  normal 
year)  with  a  consequent  fall  in  annual  output  of  4.5  mil¬ 
lion  tons.  A  further  reduction  of  4  million  tons  is 
expected  from  the  closing  of  open-cast  mines.  Pro¬ 
ductivity  per  underground  worker  is  expected  to  rise 
by  some  7  to  10  per  cent  as  a  result  of  the  reorganiza¬ 
tion  measures.  At  the  same  time,  a  cut  is  foreseen  in 
the  volume  of  investment  originally  planned  for  the 
next  six  years. 

The  comparatively  more  favourable  situation  in  the 
French  coal  industry  than  in  those  of  the  other  ECSC 
countries  is  due  to  a  smaller  decline  in  domestic  con¬ 
sumption  and  more  drastic  cuts  in  imports.  Produc¬ 
tion  in  1958,  at  58  million  tons,  was  slightly  greater 
than  in  1957,  and  during  the  first  nine  months  of  this 
year  French  pits  continued  to  operate  at  about  the 
1958  level.  Nevertheless,  the  coal  crisis  appears  to 
have  spread  to  France  in  recent  months,  for  pit-head 
stocks  at  the  end  of  August  amounted  to  almost 
11  million  tons. 

No  major  changes  in  consumption  and  production 
of  coal  are  to  be  anticipated  in  western  Europe  in  the 
remaining  months  of  this  year  —  though  some  increase 
in  demand,  as  a  result  of  the  resumption  of  over-all 
economic  expansion,  may  be  in  prospect  by  the  begin¬ 
ning  of  1960. 

The  Textile  Industries 

After  the  sharp  recession  of  1958  in  the  west 
European  textile  industries,  output  began  to  recover 
in  the  fourth  quarter  in  a  few  countries  —  particularly 
Finland,  Italy,  and  the  Netherlands  —  while  Yugoslav 
production  continued  to  expand  throughout  the  year 
at  an  almost  constant  rate. 

During  the  first  half  of  1959,  consumers’  demand 
has  increased  in  most  western  European  countries. 
Rising  personal  incomes,  lower  relative  prices  for 
textiles,  and  possibly  also  exceptional  weather  condi¬ 
tions,  have  all  encouraged  higher  expenditure  on 
clothing,  particularly  in  early  summer.  By  the  second 
quarter,  textile  production  was  higher  in  all  western 
European  countries,  except  France  and  Sweden,  than 
in  the  corresponding  period  of  1958.  Nevertheless, 
production  was  in  general  well  below  the  level  reached 
in  early  1957,  and  only  moderately  above  the  low  1958 
average.  Since  the  recovery  of  output  followed  that 
of  demand  with  a  considerable  time-lag,  stocks  of 
textile  products  have  been  reduced,  and  are  now  more 
likely  to  be  replenished  than  to  decline  any  further. 


The  markets  for  textile  raw  materials  have  been 
much  affected  by  both  the  recession  and  the  recovery 
in  the  processing  industries  —  though  there  have  been 
signal  differences  between  the  effects  on  the  markets 
for  natural  fibres,  on  the  one  hand,  and  for  man-made 
fibres  on  the  other.  Output  of  the  latter  underwent  a 
severe  setback  in  1958,  yet  prices  were  stable  and 
output  has  recovered  rapidly  this  year.  In  contrast, 
the  main  impact  of  the  recession  on  cotton  and  wool 
was  to  depress  prices.  There  has  been  a  strong  recov¬ 
ery  in  wool  prices  since  the  low  point  of  the  end  of 
1958,  but  the  price  of  cotton  has  remained  low  as  a 
result  of  the  considerable  stocks  held  in  the  United 
States,  and  the  revision  of  its  export  policy. 

The  secular  tendency  for  the  western  European 
trade  balance  in  textiles  to  deteriorate  continued 
during  1958.  The  total  of  western  Europe’s  textile 
exports  (SITC  division  65)  further  decreased  by  more 
than  $260  million,  while  imports  fell  by  some  $150 
million  ;  and  in  both  cases  lower  prices  accounted  for 
part  of  the  fall.  In  the  first  six  months  of  1959,  the 
recovery  in  demand  and  production  has  been  accom¬ 
panied  by  increasing  international  trade  in  textiles ; 
but  in  the  United  Kingdom  foreign  trade  turnover 
decreased.  The  value  of  British  exports  fell  and 
imports  increased  slightly ;  and  the  trade  balance 
consequently  deteriorated  further  during  the  period. 

As  in  the  coal  industry,  the  recession  in  the  textile 
industry  has  provoked  policies,  actual  or  proposed, 
designed  to  counteract  competition  in  western  Euro¬ 
pean  markets  —  especially  that  of  producers  beyond 
western  Europe.  The  problem  has  become  more 
acute  since  the  appearance  of  mainland  China  as  a 
major  textile  exporter.  So  far,  exports  from  this 
source  have  gained  most  ground  in  Far  Eastern  mar¬ 
kets,  thus  encouraging  the  diversion  of  more  Japanese 
exports  towards  western  Europe  and  North  Amer¬ 
ica.  As  a  result,  the  authorities  of  the  European 
Economic  Community  have  stated  that  they  will  pay 
special  attention  to  the  situation  of  the  member  coun¬ 
tries’  textile  industries  when  determining  their  com¬ 
mon  commercial  policy. 

In  the  United  Kingdom,  three-year  “voluntary 
inter-industry  agreements  ’’  for  limiting  imports  were 
concluded  by  the  Cotton  Board  with  Hong  Kong 
producers  late  in  1958,  and  with  India  and  Pakistan 
in  the  autumn  of  1959.  These  latter  agreements  do 
not  restrict  imports  to  levels  lower  than  those  already 
achieved,  but  set  a  ceiling  to  their  expansion.  Japa¬ 
nese  exports  to  the  United  Kingdom  and  other  western 
European  countries  (and  to  the  United  States)  are 
subject  to  similar  limitations,  while  imports  into  these 
countries  from  mainland  China  are  subject  to  quotas. 

A  scheme  for  the  comprehensive  reorganization  of 
the  cotton  industry  —  designed,  inter  alia,  to  eliminate 
redundant  capacity  —  was  adopted  in  the  United 


Kingdom  in  July.  The  Government  is  empowered  to 
contribute  to  individual  firms  two-thirds  of  the  cost 
of  scrapping  redundant  machinery ;  the  remaining 
third  is  to  be  provided  from  the  proceeds  of  a  com¬ 
pulsory  levy  on  the  industry.  Up  to  one-third  of  the 
cost  of  modernizing  those  firms  remaining  in  business 
may  be  covered  by  Government  grants.  The  total 
cost  of  the  operation  to  the  Exchequer  has  been  esti¬ 
mated  at  about  £30  million.  By  the  end  of  September 
1959,  applications  to  scrap  about  half  of  the  existing 
amount  of  textile  machinery  had  been  submitted.  This 
is  more  than  the  minimum  required  for  the  scheme  to 
go  into  operation. 

Agriculture 

Total  grain  harvests  in  western  Europe  have  been 
considerably  larger  than  those  of  last  year,  and  the 
corresponding  decline  in  import  requirements  may  go 
some  way  to  prolonging  the  depressed  state  of  the 
shipping  freight  market.  In  north-western  Europe, 
only  the  Danish  wheat  harvest  was  smaller  than  in 
1958.  Western  Germany  and  France  have  had  record 
crops,  and  the  exportable  surplus  of  the  latter  country 
is  estimated  at  about  two  million  tons.  In  southern 
Europe,  Portugal  and  Turkey  have  less  wheat  than  in 
1958,  and  Italian  production  is  —  as  planned  —  lower 
than  in  1958,  but  will  still  cover  domestic  require¬ 
ments.  This  year’s  Yugoslav  harvest  has  surpassed 
that  of  last  year  by  close  to  65  per  cent,  and  is  about 
one-third  larger  than  the  previous  record  harvest  of 
1957.  This  striking  rise  in  production  has  certainly 
been  due  in  great  part  to  favourable  weather  condi¬ 
tions,  but  also  to  the  extensive  efforts  made  to  raise 
yields  per  hectare  —  such  as  the  use  of  special  Italian 
seed  strains,  the  increased  use  of  fertilizers,  deep 
ploughing,  and  faster  mechanization.  This  has  raised 
the  national  average  wheat  yield  from  14-16  quintals 
in  good  years  to  19  quintals  this  year. 

Western  European  production  of  barley  and  other 
coarse  grain  has  also  been  higher  than  in  1958. 
France  has  had  a  record  crop  of  maize,  and  the  Yugo¬ 
slav  crop  has  exceeded  the  previous  (1957)  record  by 
25  per  cent. 

The  harvest  of  potatoes  and  sugar-beet  is  generally 
below  that  of  1958  (though  here  again  Yugoslavia 
has  had  a  record  crop)  and  western  E?’ropean  sugar 
production  is  expected  to  be  10  per  cent  or  more 
below  the  level  of  last  year.  A  poor  beet  crop 
enhanced  the  scarcity  of  cattle  feed  —  already  appre¬ 
ciable  on  account  of  the  dry  summer. 

After  a  continued  increase  in  the  early  months  of 
the  year,  milk  production  declined  during  the  summer 
months  in  most  countries  —  though  not  in  Denmark 
and  the  Netherlands.  This  led  to  increased  import 
demand  for  butter  and  to  an  improvement  in  the 


market  position  of  these  two  main  exporting  coun¬ 
tries,  in  contrast  with  the  situation  in  1958. 

In  the  meat  market,  too,  conditions  are  now  far 
removed  from  those  of  a  year  ago.  After  the  abun¬ 
dant  supplies  of  last  year,  the  market  position  of  pork 
has  strengthened,  largely  on  account  of  a  fall  in  pro¬ 
duction  in  the  two  main  importing  countries,  western 
Germany  and  the  United  Kingdom.  On  the  other 
hand,  both  the  production  of  pork  and  numbers  of 
pigs  are  increasing  in  several  other  countries,  inch'  ling 
the  principal  exporters  —  Denmark  and  the  Nether¬ 
lands.  The  market  position  of  beef  and  veal  has 
tightened  in  most  countries,  and  particularly  in  the 
United  Kingdom,  where  both  imports  from  Argentina 
and  domestic  production  have  declined  in  recent 
months.  In  France  and  western  Germany,  output  has 
also  tended  to  decline,  though  in  the  former  country 
the  dry  weather  has  recently  increased  the  number  of 
slaughterings,  thereby  leading  to  a  certain  reversal  of 
the  price  trend  for  beef.  In  general,  the  detrimental 
effects  of  the  dry  weather  in  north-western  Europe 
during  the  summer  have  been  less  pronounced  than 
originally  feared.  Though  the  temporary  glutting  or 
some  markets  has  been  reported  from  Belgium  ar 
north-western  Germany,  in  particular,  and  though  the 
dearth  of  rain  has  certainly  reduced  pasture  supplies 
there  and  in  other  areas  of  north-western  Europe, 
pasture  conditions  in  south-central  and  southern 
Europe  have  tended  to  improve  during  the  summer 
and  early  autumn.  In  several  countries,  however, 
some  reduction  of  meat  supplies  towards  the  end  of  the 
year  is  to  be  expected. 

Production  of  fruit  and  vegetables  has  generally 
been  lower  than  last  year,  though  above  the  levels 
of  1957. 

Employment,  Wages,  and  Prices 

Just  as  the  slackening  of  activity  in  1958  had  an 
appreciably  larger  impact  on  production  than  on 
employment,  so  the  revival  of  expansion  during  1959 
has  generally  been  more  manifest  in  output  than  in 
employment  (see  Table  6).  In  fact,  of  the  countries 
included  in  the  table,  only  Denmark  and  Finland 
experienced  a  significant  increase  in  industrial  em¬ 
ployment  during  the  second  quarter.  In  several  other 
countries,  employment  was  still  lower  than  during  the 
same  period  of  1958,  even  though  production  had 
increased.  This  development  reflects  not  only  normal 
increases  in  productivity  due  to  technical  progress  and 
a  growing  stock  of  capital,  but  also  the  elimination 
of  disguised  unemployment  through  the  employment 
of  labour  previously  hoarded.  Moreover,  there  have 
been  changes  —  considerable  in  some  countries  —  in 
the  industrial  structure  of  the  labour  force,  involving 
increases  in  the  share  of  the  labour  force  working  in 
high  productivity  industries  such  as  engineering  and 
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Table  6 

Employment  and  hours  worked  in  industry  in  certain  western  European  countries 

Index  numbers,  2953  = 

100 

Country 

1958  1 

1959 

I 

II 

III 

IV  1 

I 

II 

III 

Austria . 

.  Employment . 

121.2 

121.1 

121.9 

122.0 

118.8 

119.6 

V 

Working  week  .... 

102.9 

105.4 

106.3 

105.0 

99.3 

102.0 

Man-hours  worked  .  . 

124.7 

127.6 

129.6 

128,1 

118.0 

122.0 

Belgium . 

.  Employment . 

105.1 

103.2 

101.9 

101.0 

100.5 

100.8  « 

Denmark . 

.  Man-hours  worked  .  . 

103.4 

105.2 

94.2 

108.2 

106.2 

111.3 

91.8  * 

Finland . 

.  Employment . 

99.6 

99.3 

101.7 

99.1 

97.6 

102.7 

•■r 

Working  week  .... 

96.9 

94.2 

94.5 

99.5 

101.5 

99.4 

Man-hours  worked  .  . 

96.5 

93.5 

96.1 

98.6 

99.1 

102.1 

France . 

.  Employment . 

107.5 

107.1 

106.7 

104.6 

103.9 

104.4 

Working  week  .... 

102.9 

102.3 

101.6 

100.1 

100.3 

102.4 

Man-hours  worked  .  . 

110.6 

109.6 

108.4 

104.7 

104.2 

106.9 

Western  Germany  . 

.  Employment . 

123.4 

124.9 

125.0 

123.5 

120.9 

123.1 

124.0  c 

Working  week  .... 

91.3 

89.7 

91.3 

93.8 

88.8 

89.9 

91.0  c 

Man-hours  worked  .  . 

112.7 

112.0 

114.1 

115.9 

107.3 

110.7 

112.8  c 

Italy . 

.  Employment . 

102.0 

103.3 

105.0 

102.1 

100.0 

101.9  » 

Working  week  .... 

99.9 

99.1 

95.2 

101.1 

99.4 

103.2  " 

Man-hours  worked  .  . 

101.9 

102.4 

100.0 

103.2 

99.4 

105.2  “ 

Netherlands  .  .  .  . 

Employment . 

106 

106 

107 

106 

106 

107 

Norway . 

.  Employment . 

101.8 

102.6 

102.2 

100.1 

98.9 

101.6 

Sweden . 

.  Employment . 

102.5 

102.5 

102.2 

100.8 

99.3 

101.1 

102.3  * 

Switzerland  .... 

.  Employment . 

115.6 

115.1 

113.5 

110.8 

109.5 

111.0 

Working  week  .... 

98.5 

98.3 

98.1 

97.7 

97.7 

97.7 

Man-hours  worked  .  . 

113.9 

113.1 

111.3 

108.3 

107.0 

108.4 

United  Kingdom  . 

.  Employment . 

104.9 

103.8 

103.0 

102.7 

102.4 

102.5 

102.9  c 

Working  week  .... 

99.8 

98.7 

98.8 

99.4 

99.3 

100.0 

Man-hours  worked  .  . 

104.7 

102.4 

101,8 

102.1 

101.7 

102.5 

Sources ;  National  statistics. 


l>  July-August.  July. 


chemicals,  and  a  decline  in  the  share  employed  by  the 
textile  industries. 

In  contrast  with  the  comparative  stability  of 
employment  in  industry,  there  has  been  a  rise  in  the 
numbers  employed  in  building  and  construction  in 
most  countries.  Furthermore,  the  almost  universal 
decline  in  total  unemployment  and  the  concomitant 
rise  in  the  number  of  unfilled  vacancies  point  to  an 
increase  in  the  strength  of  demand  over  supply  in  the 
labour  markets  of  most  countries  (see  Table  7).  The 
changes  in  the  working  week  reflect  conflicting  ten¬ 
dencies  :  on  the  one  hand,  the  business  revival  is 
tending  to  increase  the  number  of  hours  worked  ;  on 
the  other  hand,  collective  agreements  in  several  coun¬ 
tries  call  for  their  reduction. 


The  fall  in  unemployment  was  particularly  pro¬ 
nounced  in  Denmark,  Finland,  western  Germany,  and 
the  Netherlands,  whereas  in  both  Belgium  and  France 
unemployment  was  still  higher  in  August  1959  than 
during  the  same  month  of  1958.  In  the  United  King¬ 
dom  the  number  of  wholly  unemployed  fell  below  the 
level  of  the  corresponding  month  of  last  year  only 
in  September.  Finland,  western  Germany  and  the 
Netherlands  are  remarkable  for  the  substantial 
increases  in  their  numbers  of  unfilled  vacancies. 
There  has  probably  also  been  a  steep  increase  in 
unfilled  vacancies  in  Denmark,  where  the  labour 
market  situation  was  so  tight  during  the  summer 
months  as  to  induce  monetary  and  other  policy 
measures  to  hold  construction  activity  in  check.  In 
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Table  7 

Unfilled  vacancies  in  certain  western  European  countries 

Thousands 


Year  and  month 

Austria 

Belgium 

Finland 

France 

Western 

Germany 

Netherlands 

Norway 

Sweden 

Switzer¬ 

land 

Great 

Britain 

1958  January . 

13.5 

6.4 

1.9 

31.1 

167.3 

40.5 

2.5 

19.5 

4.1 

220.0 

February  .... 

16.4 

6.9 

0.9 

35.0 

208.3 

41.1 

2.4 

20.8 

4.7 

208.9 

March . 

21.9 

8.8 

1.0 

37.1 

222.1 

43.4 

2.8 

22.4 

4.8 

217.2 

April . 

30.0 

8.9 

1.6 

36.4 

224.1 

43.8 

3.5 

27.7 

4.8 

217.9 

May . 

25.3 

5.8 

1.9 

36.0 

228.4 

46.8 

3.8 

32.0 

5.1 

207.6 

June . 

24.7 

5.7 

1.0 

35.7 

247.0 

50.8 

3.4 

28.7 

5.1 

212.5 

July . 

22.7 

4.3 

1.1 

28.9 

256.9 

53.4 

2.8 

27.5 

4.0 

2:4.6 

August . 

23.6 

5.4 

1.7 

25.1 

259.3 

49.8 

2.6 

26.5 

5.1 

203.2 

September  .... 

26.5 

7.1 

1.3 

28.4 

258.7 

45.4 

2.3 

22.6 

4.7 

178.8 

October . 

22.9 

3.8 

0.8 

20.2 

224.4 

41.4 

1.7 

18.1 

4.0 

166.7 

November  .... 

18.6 

3.5 

0.7 

13.7 

170.5 

37.6 

1.8 

17.1 

3.1 

159.5 

December  .... 

11.1 

3.5 

0.8 

11.4 

117.9 

34.7 

1.7 

17.1 

3.3 

162.6 

1959  January . 

13.1 

3.1 

1.8 

8.8 

162.2 

37.8 

1.9 

17.2 

4.0 

155.8 

February  .... 

15.6 

4.2 

1.1 

13.1 

228.0 

43.1 

2.1 

19.9 

5.3 

154.5 

March . 

25.0 

6.3 

1.4 

17.5 

270.5 

48.8 

2.4 

23.6 

5.6 

180.5 

April . 

31.8 

7.5 

2.2 

19.3 

276.5 

54.9 

3.6 

29.8 

5.8 

197.9 

May . 

27.5 

5.0 

3.0 

19.3 

293.3 

62.4 

4.1 

34.1 

5.1 

209.6 

June . 

28.6 

5.8 

1.1 

23.8 

319.5 

72.8 

4.1 

33.0 

5.2 

246.8 

July . 

28.1 

1.4 

20.5 

341.2 

78.4 

3.2 

30.9 

5.0 

275.7 

August . 

28.1 

2.3 

19.4 

350.4 

73.1 

3.0 

31.5 

5.8 

263.4 

September  .... 

30.6 

2.3 

22.4 

350.4 

70.2 

2.6 

28.8 

6.0 

255.0 

Sources ;  National  statistics. 


Switzerland,  increased  immigration  of  foreign  workers 
has  prevented  a  rise  in  the  number  of  unfilled 
vacancies,  in  spite  of  the  swift  rise  in  building  activity. 
Conversely,  though  the  immigration  of  foreign  work¬ 
ers  into  France  was  less  in  the  first  half  of  1959 
than  in  the  first  half  of  1958,  the  number  of  unfilled 
vacancies  was  lower. 

The  tendency  for  the  supply  of  labour  to  increase 
with  demand,  as  well  as  other  factors,  makes  the  level 
of  unemployment  a  rather  unreliable  guide  to  the 
margin  available  for  the  expansion  of  employment  and 
hence  of  output.  It  is  nevertheless  noteworthy  that 
by  the  second  quarter  of  this  year  unemployment  was 
higher  than  during  the  corresponding  period  of  1957 
—  the  last  boom  year  —  in  only  about  half  of  the 
western  European  countries ;  and  except  in  the  United 
Kingdom  (with  its  low  absolute  level  of  unemployed) 
and  Ireland,  unemployment  everywhere  outside  south¬ 
ern  Europe  was  appreciably  lower  than  at  the  begin¬ 
ning  of  the  previous  boom  in  1953. 

The  setback  to  economic  expansion  in  1958  had,  in 
most  countries,  a  retarding  effect  on  the  upward  trend 
of  money  wages.  In  general,  this  slowing-down  of  the 
rise  in  wages  continued  or  became  more  pronounced 
during  the  first  half  of  this  year,  in  spite  of  the  begin¬ 
ning  of  a  new  expansion.  However,  in  Austria,  wage 
rates  appear  to  have  increased  appreciably  more 


rapidly  in  the  first  half  of  the  year ;  and,  as  the  expan¬ 
sion  continued,  there  were  reports  from  Denmark  and 
some  other  countries  of  repercussions  on  wages  of  the 
tightening  labour  markets.  Important  new  claims  for 
wage  increases  have  recently  been  lodged  in  the 
United  Kingdom,  and  wage  adjustments  in  large  sec¬ 
tors  of  French  industry  may  be  negotiated  in  the  last 
months  of  this  year.  In  the  Netherlands  a  recent 
revision  of  wage  policy  allows  a  certain  amourit  of 
differentiation  of  wage  adjustments  according  to  the 
economic  position  of  individual  firms,  and  this  is 
expected  to  result  in  some  acceleration  of  wage 
increases  in  the  last  part  of  1959  and  early  in  1960. 

The  course  of  final  prices  and  of  cost-of-living 
index  numbers  has  reflected  both  the  lower  rate  of 
increase  of  money  wages  and  the  substantial  stability, 
at  levels  below  those  of  last  year,  of  the  prices  of 
western  European  imports  from  overseas,  of  freight 
rates,  and  of  the  main  raw  materials  of  western  Euro¬ 
pean  origin.  Since,  furthermore,  large  increases  have 
occurred  this  year  in  output  per  man-hour  in  almost 
all  western  European  countries,  a  considerable  margin 
has  presumably  been  created  —  through  higher  gross 
profits  per  unit  of  output  —  for  a  rise  in  money  wages 
without  any  general  rise  of  final  prices.  In  a  few 
countries,  particularly  Italy  and  Switzerland,  the  prices 
of  consumers’  goods  were  lower  in  the  summer  of  this 
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year  than  in  that  of  1958  ;  and  in  most  other  countries 
prices  were  either  stable,  or  increasing  only  gently  for 
several  months.  Even  in  France,  where  the  franc  was 
devalued  at  the  end  of  1958,  the  rise  in  consumers’ 
prices  from  December  1958  to  August  1959  amounted 
to  only  about  5  per  cent. 

Signs  that  the  upward  trend  in  prices  was  being 
resumed,  or  accelerated,  have  nevertheless  begun  to 


appear  in  France  and  certain  other  countries  during  the 
autumn.  In  the  Netherlands,  both  the  prospect  of 
larger  wage  increases  and  the  rise  in  the  cost  of  living, 
induced  by  an  increase  in  rents  and  the  abolition  of 
the  milk  subsidy,  have  led  the  Government  to  adopt 
a  firmer  policy  on  prices,  under  which  private  firms 
are  required  to  notify  the  authorities  of  price  increases 
and  of  the  reasons  for  them. 


2.  Western  European  Trade  and  Payments 


The  Renewed  Expansion  of  Trade 

As  was  mentioned  in  a  previous  Bulletin,  the  rising 
tide  of  economic  activity  was  already  noticeable  in 
the  movement  of  trade  in  late  1958  and  in  the  early 
months  of  this  year.^  Since  then,  the  process  has 
gone  much  further.  The  volume  of  imports  into 
western  European  countries  has  generally  increased 
most  where  domestic  expansion  has  been  strongest 
and  —  on  account  of  both  the  fairly  high  levels  of 
activity  from  which  expansion  resumed  and  the  need 
to  replenish  stocks  (or  at  any  rate  to  end  their  decu¬ 
mulation) —  the  volume  of  imports  has  increased  in 
most  countries  relatively  more  than  the  volume  of 
industrial  production.  Indeed,  the  proportionate 
increase  of  the  former  was  roughly  twice  as  great  as 
that  of  the  latter  in  the  majority  of  countries  from 
the  first  half  of  1958  to  the  first  half  of  1959. 

In  Denmark  and  western  Germany,  however,  the 
increase  in  imports  was  relatively  much  larger  than 
this ;  while  it  was  appreciably  smaller  in  Italy  and 
France.  The  response  of  Danish  imports  to  changes 
in  the  level  of  domestic  activity  is  as  a  rule  greater 
than  that  in  most  other  countries  —  and  in  the  first 
seven  months  of  this  year  the  total  value  of  imports 
was  some  15  per  cent  higher  than  in  the  corresponding 
months  of  1958.  Agricultural  and  industrial  raw 
materials  and  supplies  each  accounted  for  roughly 
one-fourth  of  the  rise  in  imports ;  machinery  and 
transport  equipment  (excluding  passenger  cars) 
accounted  for  another  one-fourth  ;  and  higher  imports 
of  passenger  cars  accounted  for  just  under  10  per  cent 
of  the  total  increase.  In  western  Germany,  the  pre¬ 
dominant  clement  was  the  continuation  of  the  strong 
upward  trend  in  imports  of  manufactured  goods, 
which  has  been  supported  by  tariff  reductions  since 
August  1957.  Imports  of  primary  goods  increased 
more  or  less  in  step  with  the  rise  in  economic 
activity.  The  comparatively  slow  increase  in  the 
volume  of  Italian  imports  was  due  to  a  decline  in 
imports  of  agricultural  products  as  a  result  of 
unusually  high  domestic  output  in  the  agricultural 
year  1958/59.  In  France,  where  industrial  production 

*  See  Economic  Bulletin  for  Europe,  Vol.  11,  No.  1,  pp.  28 
et  seq. 


changed  little  from  the  first  half  of  1958  to  the  first 
half  of  this  year,  the  volume  of  imports  appreciably 
declined  ;  for  the  influence  of  devaluation  and  the 
delayed  effects  of  past  import  controls  outweighed  the 
expansionary  impact  of  import  liberalization. 

In  most  countries,  imports  from  other  western 
European  sources  have  risen  faster  this  year  than 
total  imports.  Thus,  the  value  of  total  western 
German  imports  was  8^  per  cent  greater  in  January- 
July  1959  than  in  the  same  period  of  1958,  but 
imports  from  OEEC  countries  rose  by  19  per  cent ; 
imports  from  the  United  Kingdom,  France,  Switzer¬ 
land,  and  Turkey  were  particularly  expansive,  while 
those  from  member  countries  of  the  European  Eco¬ 
nomic  Community,  other  than  France,  rose  by  some 
17-18  per  cent.  Total  Dutch  imports  in  the  first  half 
of  1959  were  7  per  cent  higher  than  in  the  first  half 
of  last  year,  but  imports  from  western  Europe  rose  by 
about  twice  as  much  —  with  still  greater  advances  in 
imports  from  France,  Italy,  Switzerland  and  Turkey. 
The  value  of  total  imports  into  Italy  fell  slightly  from 
the  first  half  of  1958  to  the  first  half  of  1959,  yet  the 
value  of  imports  from  OEEC  countries  rose  by  9  per 
cent  and  from  EEC  countries  by  as  much  as  16  per 
cent.  On  the  other  hand,  though  the  increase  in  both 
British  and  Danish  imports  did  much  to  reinvigorate 
the  growth  of  intra-western-European  trade,  their 
imports  from  western  Europe  rose  no  faster  than  their 
total  imports.  British  imports  went  up  by  about  5  per 
cent  in  value  from  the  first  half  of  1958  to  the  first 
half  of  1959,  and  Danish  imports  at  more  than  three 
times  that  rate. 

Trade  with  Overseas  Areas 

The  different  movements  in  the  three  main  sectors 
of  western  European  trade  are  evident  from  Chart  1 . 
On  an  annual  basis,  the  volume  of  exports  to  over¬ 
seas  countries  including  North  America  did  not 
decline  in  1958,  but  their  rate  of  growth  diminished. 
Both  exports  to  overseas  countries  and  intra-Euro¬ 
pean  trade  had  increased,  by  the  second  quarter  of 
1959,  by  almost  15  per  cent  over  the  same  quarter  of 
1958,  whereas  the  rate  of  increase  of  imports  from 
overseas  was  only  half  as  great.  For  all  three  sectors 


Chart  1 


Industrial  production  and  foreign  trade 
of  western  Europe  “ 

Index  numbers  of  volume,  first  quarter  1956  =  100 
Adjusted  for  seasonal  fluctuations 


o  Figures  relate  to  OEEC  member  countries. 

of  trade  this  was  a  substantial  improvement  on  the 
results  of  the  first  quarter,  when  the  volume  of  imports 
from  overseas  was  the  same  as  a  year  earlier,  exports 
to  overseas  increased  very  modestly,  and  the  incre¬ 
ment  in  intra-western  European  trade  amounted  to 
only  4  per  cent. 

In  the  United  States  throughout  the  first  half  of 
the  year,  and  in  western  Europe  since  the  second 
quarter,  both  the  value  and  the  volume  of  imports 
from  the  overseas  primary-producing  countries  have 
increased.  Rising  impiort  demand  has  led  to  often 
quite  appreciable  price  increases  for  certain  primary 
goods  —  particularly  those  exported  by  sterling  area 
countries,  such  as  rubber  and  wool.  The  market  for 
non-ferrous  metals  has  also  improved  somewhat. 
These  developments  have  as  yet  had  little  impact  on 
western  Europe’s  terms  of  trade,  which  in  the  first 
half  of  1959  were  rather  more  favourable  than  a  year 
earlier,  but  may  weaken  in  the  forthcoming  months 
as  the  higher  contract  prices  of  primary  goods  are 
increasingly  reflected  in  prices  of  arrivals. 

From  the  end  of  the  first  quarter  of  this  year, 
western  European  imports  from  the  primary  pro¬ 
ducers  have  been  rising.  The  changes,  both  in  the 
course  of  the  first  half-year  and  by  comparison  with 
the  first  half  of  1958,  in  western  Europe’s  imports 


from  the  primary  producers  varied  greatly,  however, 
among  countries  of  origin,  and  were  determined 
largely  by  the  commodity  composition  of  the  exports 
of  the  primary-producing  countries.  For  several 
western  European  countries,  considerable  increases 
were  recorded  in  the  first  half  of  1959  in  imports  from 
Australia,  the  Federation  of  Rhodesia  and  Nyasaland, 
Malaya,  Nigeria  and  certain  other  sterling  area 
countries,  as  well  as  the  Belgian  Congo,  whereas 
imports  from  India,  Pakistan,  South  Africa  and  most 
Latin  American  countries  fared  less  well. 

So  far  this  year  there  has  been  a  weakening  in  the 
trade  balances  with  the  primary-producing  countries 
of  both  North  America  and  western  Europe  ;  but  this 
adverse  movement  has  been  two-thirds  larger  in  the 
former  than  in  the  latter  area,  even  though  the  value 
of  total  North  American  trade  with  the  primary  pro¬ 
ducers  is  only  about  half  of  the  value  of  total  western 
European  trade  with  them  (see  Table  8).  In  the  first 
half  of  this  year  the  value  of  North  American  exports 
to  the  primary  producers  fell  by  approximately  one- 
tenth  more  than  the  decline  in  the  value  of  western 
European  exports  to  them.^“  At  the  same  time,  the 
value  of  western  European  imports  from  overseas 
primary  producers  hardly  changed.  North  America 
increased  its  imports  from  them  by  almost  5  per  cent. 
The  net  result  of  these  changes  in  trade  flows  was  a 
rise  of  almost  $900  million  in  the  trade  balance  of  the 
primary  producers  vis-4-vis  the  industrial  countries. 
This  was  brought  about  mainly  by  a  decline  in  their 
total  imports  from  the  industrial  countries,  for  their 
exports  to  the  industrial  countries  combined  increased 
little.  Of  the  improvement,  the  overseas  sterling 
countries  (which  experienced  an  increase  in  their 
exports)  benefited  to  the  extent  of  55  per  cent,  and 
the  Latin  American  countries  by  the  remainder.  It  is 
noteworthy,  however,  that  the  improvement  in  the 
balance  of  trade  of  the  Latin  American  countries  was 
confined  to  their  trade  with  the  United  States,  since 
there  was  only  a  slight  improvement  in  their  mer¬ 
chandise  balance  with  western  Europe. 

Nevertheless,  though  the  imports  of  the  industrial 
countries  from  the  overseas  primary-producing  coun¬ 
tries  have  recovered  in  1959,  the  ever-increasing  lead 
of  trade  in  manufactures  over  that  in  primary  goods 
and  —  the  corollary  of  this  —  the  greater  expansion 
of  trade  among  the  industrial  countries  themselves 
than  between  them  and  the  primary  producers  are  the 
pre-eminent  characteristics  of  the  renewed  expansion 
of  world  trade.  Hence,  the  relative  export  position  of 

‘“The  comparison  of  half-yearly  returns  tends,  however,  to 
conceal  the  extent  of  the  divergence  between  the  movements  of 
North  American  exports  to  the  primary  producers,  on  the  one 
hand,  and  western  European  exports  to  them  on  the  other,  from 
the  first  to  the  second  quarter  of  this  year.  As  mentioned  above, 
western  European  exports  to  these  areas  declined  in  the  first 
quarter,  but  recovered  in  the  second. 
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Table  8 


Changes  in  the  balance  of  trade  between  January-June  1958  and  January-June  1959 

Millions  of  current  dollars 


Imports  c.i.f.  ‘ 

1 

Exports  f.o.b. 

b  1 

Balance 

Areas 

January-June 

January-June  | 

January-June 

1958 

1959 

Change 

1958 

1959 

Change 

1958 

1959 

Change 

1. 

United  States  and  Canada — total  trade 

8  889 

10  230  - 

-1  341 

10  398 

10  062 

-336 

+  1  509 

-168 

-1  677 

Trade  with; 

(a)  Western  Europe . 

1  887 

2  580 

-693 

2  901 

2  601 

-300 

+  1  014 

+21 

-993 

(b)  Eastern  Europe  and  Japan  .  .  . 

363 

546 

-183 

573 

597 

+24 

+210 

+51 

-159 

(c)  United  States  and  Canada  .  .  . 

3  144 

3444 

-300 

3  099 

3  423 

+  324 

-45 

-21 

+24 

(d)  Primary-producing  countries  .  . 

3  495 

3  660 

-165 

3  825 

3  441 

-384 

+330 

-219 

-549 

2. 

OEEC  countries — total  trade . 

21  579 

21  924 

-345 

19  389 

20  328 

+939 

-2  190 

-1  596 

+594 

Trade  with; 

(a)  Western  Europe . 

10  485 

11  133 

-648 

10  293 

10  929 

+636 

-192 

-204 

-12 

(b)  Eastern  Europe  and  Japan  .  . 

789 

933 

-144 

744 

765 

+21 

-45 

-168 

-123 

(c)  United  States  and  Canada  .  .  . 

3  177 

2  757 

+420 

1  824 

2  463 

+639 

-1  353 

-294 

+  1  059 

(d)  Primary-producing  countries  .  . 

7  128 

7  101 

+27 

6  528 

6  171 

-357 

-600 

-930 

-330 

3. 

Industrial  countries  (1  -f  2  above) 

Trade  with  primary-producing  countries 

10  623 

10  761 

-138 

10  353 

9  612 

-741 

-270 

-1  149 

-879 

of  which : 

(i)  Overseas  sterling  area  .... 

4128 

4  362 

-234 

3  843 

3  591 

-252 

-285 

-771 

-486 

(ii)  Latin  America . 

3  447 

3  483 

-36 

3  273 

2  919 

-354 

-174 

-564 

-390 

Source  :  OEEC  Statistical  Bulletins,  Foreign  Trade,  Series  I.  “  For  the  United  States  and  Canada,  imports  f.o.b. 

Note.  —  For  imports,  increase  signified  by  — ,  decrease  by  -f-,  ^  For  the  United  States,  exports  excluding  special  categories. 

c  For  western  Germany,  excluding  trade  with  eastern  Germany. 


the  primary  producers  in  world  trade  —  weakened 
during  1957-1958  —  has  been  aggravated  rather  than 
ameliorated  during  the  initial  phase  of  the  trade 
revival. 

The  main  deviation  from  the  generally  rapid  ex¬ 
pansion  of  trade  among  industrial  countries  has  been 
the  course  of  western  European  imports  from  North 
America.  These  were  13  per  cent  lower  in  value  in 
January-June  of  this  year  than  during  the  same  period 
of  1958.  But  this  is  the  exception  which  confirms  the 
rule  —  since  trade  in  primary  goods  accounted  for  the 
major  part  of  this  decline. 

The  Trade  Expansion  in  Industrial  Countries 

In  the  trade  of  western  Europe,  the  changes  in 
French  and  west  German  trade  have  been  particu¬ 
larly  striking.  In  the  first  quarter  of  this  year  the 
dollar  value  of  French  exports  was  still  lower  than  in 
the  first  quarter  of  1958,  but  rose  in  April-June  to  a 
level  17  per  cent  higher  than  in  the  corresponding 
months  of  1958,  while  imports  were  14  per  cent 
down.  Since  May,  France  has  enjoyed  a  positive  ex¬ 
ternal  balance  of  trade,^®  and  in  August  and  Septem¬ 
ber  exports  exceeded  imports  by  9  per  cent  and  7  per 


**That  is,  with  countries  outside  the  French  franc  area. 


cent  respectively.  Iron  and  steel  (especially  semi¬ 
manufactures),  automobiles,  textiles  and  clothing, 
and  chemicals  have  all  been  major  participants  in 
the  expansion  of  exports ;  and  —  since  the  inflow  of 
new  export  orders  is  reported  to  be  rising —  it  ap¬ 
pears  that  the  buoyancy  of  French  exports  should  be 
maintained  in  the  months  to  come.  By  the  second 
quarter,  export  prices  (expressed  in  domestic  cur¬ 
rency)  had  increased  by  10  per  cent  compared  with 
the  fourth  quarter  of  1958  —  or  by  more  than  half  as 
much  as  the  price  of  foreign  exchange  (17  per  cent). 
Prices  of  manufactures  exported  to  countries  outside 
the  French  franc  area  had  increased  by  12  per  cent, 
but  by  only  4  per  cent  to  destinations  within  the 
franc  area,  though  part  of  this  difference  may  be 
accounted  for  by  differences  in  the  commodity  com¬ 
position  of  exports.  It  therefore  seems  reasonable  to 
conclude  that  the  devaluation  of  the  French  franc  has 
promoted  exports  to  foreign  countries  at  least  as 
much  by  enhancing  the  incentives  to  exporters  to 
expand  their  sales  abroad  as  by  making  French 
export  prices  more  attractive  to  foreign  buyers  (see 
Table  9). 

From  the  first  seven  months  of  1958  to  the  same 
period  of  1959,  the  value  of  west  German  exports  to 
other  western  European  countries  rose  by  about  6  per 
cent,  and  exports  to  North  America  by  no  less  than 


Dr 
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Table  9 

Exports  of  France,  western  Germany  and  the  United  Kingdom,  1957  to  1959 

Millions  of  dollars,  f.o.b. 


Country 

I  1 

n  1 

III  1 

IV 

Western 

Europe 

United 

States 

and 

Canada 

Other 

Total 

exports 

Western 
.  Europe 

United 

States 

and 

Canada 

Other 

Total 

exports 

Western 

Europe 

United 

States 

and 

Canada 

Other 

Total 

exports 

Western 

Europe 

United 

States 

and 

Canada 

Other 

Total 

exports 

19. 

57 

France . 

586.8 

69.6 

687.3 

1343.7 

576.9 

74.4 

662.1 

1313.4 

525.0 

67.5 

553.2 

1145.7 

583.5 

67.8 

645.3 

1296.6 

Western  Germany 

1296.0 

155.1 

550.7 

2001.8 

1318.5 

167.1 

627.9 

2113.5 

1298.1 

179.4 

671.4 

2148.9 

1393.6 

193.5 

726.4 

2313.5 

United  Kingdom  “ 

820.8 

296.1 

1333.5 

2450.4 

778.2 

345.0 

1345.8 

2469.0 

692.4 

329.4 

1292.1 

2313.9 

744.9 

318.0 

1386.9 

2449.8 

m 

S 

France  . 

524.2 

66.8 

684.5 

1275.5 

494.1 

78.6 

646.8 

1219.5 

465.3 

83.7 

603.3 

1152.3 

557.9 

115.6 

801.4 

1474.9 

Western  Germany 

1277.5 

153.3 

613.8 

2044.6 

1309.5 

174.0 

648.6 

2132.1 

1352.2 

183.2 

668.6 

2204.0 

1392.2 

227.4 

772.3 

2391.9 

United  Kingdom  “ 

642.3 

309.5 

1454.2 

2406.0 

702.0 

345.9 

1223.7 

2271.6 

534.9 

331.6 

1427.6 

2294.1 

710.1 

383.7 

1319.1 

2412.9 

1959 

France  . 

507.3 

99.8 

580.4 

1187.5 

622.6 

142.3 

654.9 

1419.8 

595.6 

131.2 

610.5 

1337.3 

Western  Germany  “ 

1311.8 

205.9 

602.6 

2120.3 

1444.7 

261.3 

689.7 

2395.7 

1496.7 

260.5 

700.4 

2457.6 

United  Kingdom  * 

736.6 

351.8 

1219.8 

2308.2 

774.5 

460.4 

1220.5 

2455.4 

715.2 

419.1 

1159.5 

2293.8 

Source:  OEEC  Statistical  Bulletin,  Foreign  Trade,  Series  I,  Paris;  and 
national  statistics. 

tt  The  geographical  distribution  for  the  third  quarter  1959  is  derived  from 


the  July-August  returns;  but  the  figure  for  total  exports  includes  the  official 
returns  for  September. 

General  trade. 


41  per  cent.  After  having  shown  signs  of  slowing 
down  in  the  first  quarter  of  this  year  —  with  the  value 
of  exports  only  3  per  cent  above  the  level  of  the 
corresponding  quarter  of  1958  —  the  high  rate  of 
growth  was  resumed  in  the  second  quarter,  when  the 
value  of  exports  was  12  per  cent,  and  the  volume 
15  per  cent,  greater  than  in  the  second  quarter  of 
1958.  Increased  exports  of  automobiles  (which  now 
account  for  one-third  of  total  west  German  exports 
to  the  United  States)  and  of  rolled  steel  (boosted  by 
the  United  States  steel  strike)  had  important  shares 
in  the  growth  in  the  value  of  western  German  exports 
to  the  United  States  in  the  second  quarter  of  this 
year,  measured  against  the  corresponding  quarter  of 
1958.  Exports  of  consumers’  goods  to  the  western 
European  market  (still  the  largest  customer  for  this 
commodity  class)  benefited  from  the  upturn  in 
business  activity  to  the  extent  of  a  10  per  cent  increase 
between  the  first  and  second  quarters.  Capital  goods 
exports,  in  contrast,  have  made  slower  headway, 
owing  to  the  belated  recovery  of  industrial  investment 
in  most  western  European  countries. 

However,  the  departure  from  the  familiar  course 
of  west  German  exports  so  far  this  year  cannot  match 
in  interest  the  upsurge  of  imports,  both  in  absolute 
terms,  and  in  relation  to  the  movement  in  exports. 
At  DM  8.6  billion,  imports  were  worth  DM  1  billion 
more  in  the  second  quarter  than  in  the  first  quarter 
of  1959,  and  were  no  less  than  19  per  cent  higher  in 


value  than  in  the  second  quarter  of  1958  and  26  per 
cent  greater  by  volume.  A  recognizable  upward  trend 
in  the  volume  of  imports  had  been  partly  concealed 
earlier  by  declining  average  import  prices  (particu¬ 
larly  of  raw  materials)  and  freight  rates ;  these  had 
stabilized  by  the  second  quarter. 

The  modest  increase  in  the  United  Kingdom’s 
foreign  trade  in  the  first  quarter  was  followed  in  the 
second  quarter  by  a  quite  unambiguous  upswing. 
Higher  industrial  output,  and  the  end  of  destocking, 
led  to  a  growth  in  the  value  of  total  imports  of  4^^ 
per  cent  in  the  April-August  period  as  compared 
with  the  first  quarter,  and  the  value  of  imports  during 
the  first  eight  months  of  the  year  was  5  per  cent 
higher  than  a  year  earlier.  Imports  of  foods,  bev¬ 
erages  and  tobacco  were  only  marginally  higher 
in  the  summer  months  of  1959  than  in  the  same 
months  of  1958,  but  imports  of  petroleum  and  petro¬ 
leum  products  rose  by  34  per  cent,  while,  at  the  same 
time,  appreciably  larger  quantities  of  wool,  timber, 
and  animal  and  vegetable  oils  were  imported.  Imports 
of  most  groups  of  manufactured  goods  —  of  which 
the  most  important  were  non-electrical  machinery  and 
non-ferrous  metals  —  also  increased. 

The  value  of  British  exports  between  April  and 
August  was  SYi  per  cent  higher  than  in  the  first 
quarter,  but  the  average  increase  for  the  first  eight 
months  of  the  year  was  only  3  per  cent  of  the  level 
during  the  corresponding  months  of  1958.  This 
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increase  was  widely  spread ;  engineering  products  — 
the  dominant  group  —  made  most  progress  (particu¬ 
larly  exports  of  automobiles  and  aircraft  engines), 
but  there  was  also  a  substantial  increase  in  exports 
of  metals  and  some  recovery  in  textile  exports.  The 
exports  of  the  United  Kingdom  to  the  United  States 
during  the  first  eight  months  of  this  year  have  been 
running  at  a  monthly  average  of  almost  £30  million  — 
which  is  no  less  than  40  per  cent  higher  than  a  year 
earlier ;  and  United  Kingdom  exports  to  western 
Germany  were  15  per  cent  higher  during  the  same 
period. 

Most  other  western  European  countries  have  also 
shared  in  the  renewed  buoyancy  of  trade  in  the 
second  quarter.  However,  as  one  would  expect  in 
view  of  both  the  character  of  the  revival  of  interna¬ 
tional  and  intra-western-European  trade  and  the 
commodity  composition  of  their  exports,  the  southern 
European  countries  have  benefited  relatively  little 
from  the  resilience  elsewhere.  As  net  exporters  of 
primary  goods  and  net  importers  of  manufactures, 
they  experienced  a  deterioration  in  their  terms  of 
trade ;  but  in  three  countries  the  increased  volume  of 
exports  offset  the  fall  in  prices.  From  the  first  half 
of  1958  to  the  same  period  of  1959,  the  value  of 
Italian  exports  rose  by  2  per  cent  —  with  the  fall  in 
export  prices  more  than  offset  by  the  rise  in  export 
volumes,  particularly  of  textiles  and  chemical  goods. 
Italian  exports  to  the  United  States  rose  by  44  per 
cent.  In  Yugoslavia,  the  value  of  exports  in  the  first 
eight  months  of  this  year  was  6  per  cent  above  the 
level  of  the  same  period  of  last  year,  but  the  relative 
ri.se  in  volume  was  almost  twice  as  great.  The  increase 
was  accounted  for  by  higher  exports  of  manufactured 
and  semi-manufactured  products,  whereas  exports  of 
foods  declined.  No  expansion  of  Yugoslav  exports 
to  other  western  European  countries  was  achieved, 
for  increased  exports  of  industrial  products  did  not 
wholly  compensate  for  the  fall  in  exports  of  foods. 
The  value  of  Turkish  exports  was  40  per  cent  higher 
in  the  first  half  of  1959  than  in  the  first  half  of  1958, 
with  especially  large  advances  in  exports  to  western 
Germany,  Italy,  Switzerland  and  the  United  Kingdom. 
This  remarkable  achievement  was  presumably  the 
outcome  of  the  economic  stabilization  programme 
introduced  last  year,  rather  than  of  any  general 
improvement  in  the  markets  for  the  principal  Turkish 
export  products. 

Greece,  whose  exports  over  a  wide  range  are  com¬ 
petitive  with  those  of  Turkey,  experienced  a  decline 
of  11  per  cent  in  the  value  of  its  exports,  owing  to 
falls  in  both  volume  and  prices.  The  value  of  Spanish 
exports  fell  to  approximately  the  same  extent  as  those 
of  Greece  from  the  first  half  of  1958  to  the  same 
period  of  this  year,  but  a  revival  appears  to  be  setting 
in  after  the  reforms  of  monetary  and  trade  policies 


introduced  during  the  summer  months.  In  Portugal, 
the  fall  in  the  value  of  exports  was  smaller  than  in 
Greece  and  Spain,  for  the  decline  of  export  prices  was 
partly  offset  by  an  increase  in  volume. 

It  seems  probable  that  the  upward  trend  in  western 
European  trade  will  be  maintained  in  the  months  to 
come.  Early  returns  for  the  third  quarter  indicate  a 
further  increase  both  in  intra-western-European  trade 
and  in  the  region’s  exports  to  North  America.  Most 
of  the  increase  in  trade  has  apparently  been  con¬ 
centrated  on  manufactures  —  particularly  final  consu¬ 
mers’  goods.  With  the  continuing  buoyancy  of  con¬ 
sumer  demand,  building  activity,  restocking,  and  other 
investment  in  western  Europe,  there  are  reports  of  a 
substantial  inflow  of  new  orders  for  important  and 
expansive  industries  such  as  the  mechanical  engineer¬ 
ing  industries  of  western  Germany,  France  and  the 
United  Kingdom. 

Changes  in  International  Liquidity  —  The  Position  of 

the  United  States 

Three  changes  of  moment  have  occurred  in  the 
international  liquidity  position  during  the  first  three 
quarters  of  this  year  :  the  further  deterioration  of  the 
United  States  balance  of  payments ;  the  appearance, 
for  the  first  time  in  many  years,  of  a  considerable 
deficit  in  west  German  international  accounts ;  and 
the  rehabilitation  of  the  French  franc.  These  develop¬ 
ments  have  attracted  much  comment  (and,  in  some 
quarters,  anxious  speculation),  while  other  changes  — 
the  growing  strength  of  sterling  is  a  good  example  — 
have  been  greeted  with  jubilation  restrained  to  a 
degree  that  would  have  been  inconceivable  two  years 
ago. 

After  having  risen  sharply  in  1958  to  $3.4  billion 
(of  which  $2.3  billion  was  a  gold  loss),  the  United 
States  net  balance-of-payments  deficit  in  the  first 
quarter  of  1959  amounted  to  $860  million —  or  $3.7 
billion  at  a  seasonally  adjusted  annual  rate,  and  by 
the  second  quarter  rose  to  an  annual  rate  of  $4  billion. 
Even  when  the  vast  gold  reserves  of  the  United  States 
are  taken  into  account,  it  is  plain  that  a  deficit  of 
this  magnitude  could  not  be  sustained  indefinitely. 

However,  the  complaints  and  concern  to  which 
developments  during  1958  and  1959  have  given  rise 
might  justifiably  be  cited  as  cogent  examples  of  the 
shortness  of  memories  and  the  inconstancy  of  human 
purposes.  In  every  year  since  1948  —  with  the  scarcely 
relevant  exception  of  1957  —  the  United  States  has 
had  a  net  deficit  in  its  international  accounts,  in  conse¬ 
quence  of  the  large-scale  assistance  extended  by  the 
United  States  Government  to  western  European  and 
other  countries  for  the  specific  purpose  of  promoting 
their  economic  recovery  and  growth,  and  designed  to 
relieve  the  imbalances  in  international  trade  and 
liquidity  in  the  process.  It  appears  surprising,  then. 
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that  at  the  moment  when  a  considerable  part  of  the  set 
purpose  has  been  achieved,  not  satisfaction,  but  dis¬ 
may  and  concern  should  ensue  —  and  concern  not  so 
much  on  account  of  the  immensity  of  the  still  un¬ 
accomplished  part  of  the  original  task,  which  is  the 
strengthening  of  the  economic  position  of  the  less 
developed  countries,  as  on  account  of  the  relative 
weakening,  entailed  by  the  improved  position  of 
weaker  countries,  in  the  payments  position  of  what  is, 
after  all,  financially  the  strongest  country.  At  not  far 
short  of  S20  billion,  the  gold  reserves  of  the  United 
States  almost  equal  the  combined  monetary  gold 
stocks  of  all  other  countries  (excluding  the  Soviet 
Union,  eastern  Europe  and  mainland  China)  and 
exceed  by  very  nearly  $4  billion  short-term  foreign 
liabilities,  thus  securing  a  very  comfortable  ratio  of 
reserves  to  liabilities.  Furthermore,  the  United  States 
is  the  largest  creditor  on  long-term  capital  account. 

From  the  first  half  of  1958  to  the  first  half  of  1959, 
the  outflow  of  gold  and  dollars  from  the  United  States 
rose  by  about  $300  million.  This  was  the  net  result 
of  the  movements  of  merchandise  trade  and  private 
capital.  The  visible  trade  surplus  fell  by  almost 
$1^  billion  —  a  decline  which  was  offset  only  in  part 
by  a  decreased  outflow  of  United  States  private 
capital  and  a  relatively  more  modest  increase  in  the 
inflow  of  foreign  long-term  capital. 

United  States  private  capital  exports  in  the  form 
of  direct  investments  changed  relatively  little  during 
the  period  under  review,  and  may  quite  conceivably 
be  stimulated  in  coming  months  by  the  economic 
expansion  abroad.  On  the  other  hand,  new  issues 
for  foreign  account  on  the  American  market  fell 
sharply  —  by  more  than  $400  million  in  the  first  half- 
year —  in  response  to  the  tightening  of  the  capital 
market.  Though  the  raising  of  interest  rates  in  the 
United  States  proved  effective  both  in  reducing  the 
exports  of  private  capital  from  the  United  States  and 
in  attracting  foreign  capital,  the  policy  of  credit 
restriction  can  be  considered  as  having  only  a  tem¬ 
porary  and  limited  success,  in  view  of  the  structure 
of  interest  rates  and  of  their  generally  high  level  in 
relation  both  to  rates  in  major  western  European 
countries  and  to  the  long-term  requirements  of  the 
American  economy.  It  is  quite  appropriate,  therefore, 
that  informed  discussion  of  the  recent  developments 
in  the  United  States  balance  of  payments  has  been 
concerned,  in  the  main,  with  the  changes  in  mer¬ 
chandise  trade. 

In  the  first  four  months  of  this  year,  for  which 
detailed  information  is  available,  the  balance  of  visible 
trade  of  the  United  States  deteriorated  by  more  than 
$900  million.  Of  this  decline,  $500  million  was  in 
trade  with  Europe,  and  there  was  consequently  a 
trade  deficit  with  that  area.  Both  in  total  trade  and 
in  trade  with  Europe,  the  increase  in  imports,  ac¬ 


counted  for  about  two-thirds  of  the  deterioration  of 
the  visible  trade  balance  and  exports  for  only  one- 
third. 

Major  increases  of  United  States  imports, 
January-April,  1958  to  1959 


Millions  of  dollars 

Commodity  Increase 

Meat  products .  40 

Crude  rubber .  11 

Wool .  23 

Textile  manufactures .  44 

Sawmill  products .  28 

Plywood .  10 

Wood  pulp .  29 

Petroleum  and  products .  59 

Iron  and  steel-mill  products .  77 

Agricultural  implements  and  tractors  ...  19 

Automobiles .  101 

Total .  447 


Short-term  or  non-recurrent  factors  go  some  way 
towards  explaining  the  global  increase  in  imports. 
Thus,  imports  of  meat,  which  were  greatly  increased 
on  account  of  the  drought  of  1958,  should  fall  as 
domestic  supplies  expand.  Imports  of  timber  and 
building  materials  are  now  probably  at  a  peak,  and 
should  begin  to  decline  if  the  present  slowing  down  of 
residential  construction  continues.  The  future  of  steel 
imports  is  more  problematical.  While  the  large 
volume  of  steel  imports  so  far  this  year  will  scarcely 
be  maintained  after  the  settlement  of  the  strike, 
foreign  suppliers  will  probably  have  made  some 
permanent  gains  in  the  American  market.  The  future 
level  of  imports  of  automobiles  is  also  open  to  con¬ 
jecture  ;  recently,  the  volume  of  imports  ha:,  exceeded 
that  of  retail  sales  —  and  this  may  indicate  a  slower 
rate  of  growth  of  imports  in  the  immediate  future. 
Moreover,  the  introduction  of  “  compact  ”  motor-car 
models  by  the  three  big  United  States  producers  may 
tend  to  limit  the  sales  of  European  cars  on  the  Ame¬ 
rican  market.  On  the  other  hand,  imports  of  copper, 
lead  and  zinc  —  which  declined  in  value  by  some 
$80  million  —  may  be  only  temporarily  reduced  ;  and 
the  same  may  be  true  of  recent  falls  in  imports  of 
some  other  products. 

In  appraising  the  future  course  of  imports,  the 
significance  of  the  high  level  of  imports  during  last 
year’s  recession  in  business  activity  in  the  United 
States  should  not  be  underestimated.  Whereas  in 
previous  periods  of  economic  contraction  competitive 
imports  from  overseas  have  in  general  declined,  this 
has  not  recently  been  the  case.  This  change  may  be 
symptomatic  both  of  changing  international  cost 
relationships  and  of  an  underlying  trend  in  American 
consumer  preferences  which  is  typical  of  an  affluent 
society  where  the  foreign  product  is  increasingly 
sought  after.  In  short,  and  although  it  is  far  too  early 
to  draw  hard  and  fast  conclusions,  the  marginal 


propensity  to  import  in  the  United  States  may  now 
be  increasing.  The  behaviour  of  imports  of  automo¬ 
biles,  textiles  (particularly  clothing)  and  foods  seems 
to  lend  support  to  this  view. 

At  the  same  time  as  exceptional  factors  have  in¬ 
flated  the  imports  of  the  United  States,  its  exports  have 
been  depressed  by  temporary  factors  whose  influence 
is  already  declining. 

Major  items  in  the  decline  of  United  States 
exports,  January-April,  1958  to  1959 

Millions  of  dollars 


Commodity  Decrease 

Raw  cotton . 166 

Coal .  43 

Petroleum  and  products .  19 

Iron  and  steel-mill  products .  76 

Machinery .  73 

Aircraft  and  engines,  civilian .  55 

Railroad  equipment .  29 

Total .  461 


When  allowance  is  made  for  time-lags,  the  upswing 
in  western  European  economic  activity  came  too  late 
to  have  a  favourable  effect  on  United  States  export 
trade  in  the  first  half  of  this  year,  but  should  certainly 
yield  an  improvement  in  the  latter  six  months.  Early 
returns  for  the  third  quarter  point  to  quite  substantial 
progress,  and  the  revised  cotton  export  subsidy, 
together  with  the  fulfilment  of  contracts  already 
placed  for  the  export  of  jet  aircraft,  will  certainly 
enhance  this  upward  tendency.  In  the  course  of  1960 
United  States  exports  may  also  be  expected  to  rise  in 
response  to  the  most  recent  removal  of  import 
controls  by  the  United  Kingdom  and  other  countries. 

The  question  of  the  competitiveness  of  United 
States  production  vis-4-vis  that  of  western  Europe  has 
been  in  the  forefront  of  the  discussion  of  the  United 
States  balance-of-payments  position.  The  issue  is 
rendered  extremely  difficult  to  assess  by  the  interplay 
of  short-term  and  long-term  factors. 

For  many  years  the  United  States  enjoyed  abnor¬ 
mally  high  margins  of  competitive  advantage  as  an 
industrial  supplier.  With  the  increase  in  the  industrial 
efficiency  and  capacity  of  western  Europe,  these 
advantages  are  no  longer  so  pronounced.  In  this 
context,  the  adjustment  of  western  European  exchange 
rates  which  was  appropriate  in  1949  might  now 
involve  a  certain  competitive  advantage  for  western 
European  countries,  since  during  the  last  decade  wage 
and  price  movements  have  not  diverged  widely  be¬ 
tween  the  United  States  and  western  Europe. 

But  recent  developments  are  also  greatly  influenced 
by  the  fact  that  the  recent  slackening  of  demand 
began  from  appreciably  higher  levels  of  activity  in 
western  Europe  than  in  the  United  States,  and  had 
therefore  an  especially  powerful  and  favourable 


impact  on  the  balance  of  goods  and  services  of 
western  European  countries  —  in  particular  in  their 
trade  with  the  United  States.  This  coincided  with  the 
gradual  disappearance  of  the  exceptionally  large 
American  exports  to  western  Europe  which  the  special 
circumstances  of  1957  had  provoked.  Moreover,  since 
the  recovery  in  the  United  States  preceded  the  upturn 
in  western  Europe,  it  was  only  to  be  expected  that  the 
balance  of  trade  of  western  European  countries  would 
improve  further  in  relation  to  that  of  the  United 
States. 

The  short-term  changes  in  western  Europe’s  foreign 
balance  with  the  United  States  can  be  attributed,  for 
the  most  part,  to  changes  in  western  Europe’s  imports 
of  primary  goods  from  the  United  States.  To  that 
extent,  the  recent  strengthening  of  western  Europe’s 
payments  position  vis-a-vis  the  United  States  has 
been  parallel  to  the  changes  in  its  position  vis-a-vis 
the  overseas  primary-producing  countries.  And  there 
is  certainly  also  a  parallelism  in  the  long-term  trends, 
for  the  United  States  has  been  one  of  the  principal 
victims  of  western  European  protectionist  policies  for 
primary  goods  —  coal  and  grain  are  cases  in  point. 

The  discussion  of  the  competitiveness  of  American 
production  as  against  that  of  western  Europe  is 
meaningless  if  relative  activity  levels  are  left  out  of 
account.  During  most  of  the  post-war  period  the 
levels  of  activity  and  the  pressures  of  demand  have 
generally  been  higher  in  western  Europe  than  in  the 
United  States,  and  the  continuation  of  this  relationship 
may  well  be  a  precondition  for  the  establishment  and 
maintenance  of  equilibrium  at  present  exchange  rates. 
In  any  case,  there  can  be  no  doubt  that  further 
expansion  in  western  Europe  will  strengthen  the 
relative  position  of  the  dollar  by  improving  the 
Urfited  States  balance  of  trade  both  with  western 
Europe  and  with  third  countries ;  and  this  will 
obviously  also  be  the  effect  of  any  increase  in  western 
European  financial  assistance  to  the  less  developed 
countries,  which  —  since  it  is  patently  desirable  on 
other  grounds  —  would  be  doubly  propitious. 

For  the  reasons  outlined  above,  it  is  understandable 
that  the  attention  of  the  American  authorities  has 
been  directed  mainly  towards  the  trade  position,  and 
it  is  noteworthy  that  the  desirability  of  an  increase  in 
exports  has  been  given  prominence  rather  than 
possible  changes  in  import  policies.  The  desire  of  the 
authorities  to  augment  exports  has  been  manifested 
in  two  important  ways.  The  Export-Import  Bank 
decided  in  September  to  raise  the  proportion  of  its 
loans  on  capital  equipment  exports  from  75  per  cent 
to  85  per  cent  of  the  value  of  the  contract ;  and  in 
October  a  decision  was  made  that  future  credits  from 
the  Development  Loan  Fund  should  normally  be 
spent  on  imports  from  the  United  States  by  the 
recipient  less-developed  countries.  This  has  also 
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Table  10 

Balance  of  payments  of  western  Germany, 
January  -  July  1959 


Millions  of  DM 


Goods  and  services 

Merchandise . 

4-3  136 

Other . 

4-1  374 

-f4  510 

Special  and  non-recurrent  payments 

Payment  to  France  connected  with 

Saar  transfer . 

Extraordinary  payment  to  United 

-382 

Kingdom  for  British  forces  in 
western  Germany . 

-141 

Advance  payment  for  military  imports 
Advance  amortization  of  *'">reign  debts 

-1  772 

of  Federal  Govemmeni . 

-895 

-3  190 

Other  transactions  on  capital  account 

Compensation  payments,  etc . 

Long-term  capital . 

-1  182 

Government . 

-447 

Private . 

Short-term  capital  and  errors  and 

-1  138 

omissions  . 

-259 

-3  026 

Gold  and  foreign  exchange  (4-  =  loss  of 

reserves) 

Federal  Bank . 

4-3  504 

Commercial  banks  . 

-1  798 

4-1  706 

Source :  Monatsberichte  der  Deulschen  Bundesbank,  August  1939. 


been  growing  official  and  unofficial  criticism  of  the 
discrimination  against  dollar  imports  and  payments 
still  practised  by  many  countries.  In  response  to  this 
criticism  the  United  Kingdom  and  other  countries 
have  recently  announced  the  further  extensive  dis¬ 
mantling  of  such  discriminatory  controls. 

Western  European  Balances  of  Payments 

The  growth  in  the  gold  and  foreign  exchange 
reserves  of  the  western  European  countries  taken 
together  continued  during  the  first  nine  months  of 
1959.  Amounting  to  $19,123  million  at  the  end  of 
June,  the  official  gross  reserves  were  $2,794  million 
higher  than  they  had  been  a  year  earlier.  However, 
while  the  experience  of  western  Europe  as  a  whole 
has  been  one  of  comfortably  increasing  reserves, 
associated  with  higher  surpluses  on  goods  and  ser¬ 
vices,  two  countries  —  France  and  western  Germany 
—  have  sharply  diverged  in  their  international 
accounts  from  their  previous  performance. 

In  western  Germany  the  gold  and  exchange 
reserves  of  the  Federal  Bank  fell  by  DM  3.5  billion 
in  the  first  seven  months  of  1959.  The  surplus  on 
goods  and  services  amounted  to  DM  4.5  billion,  while 


the  deficit  on  recorded  capital  transactions  and  dona¬ 
tions  came  to  DM7.7  billion,  to  which  should  be 
added  a  further  DM  300  million,  which  probably 
arose  from  changing  leads  and  lags. 

‘As  can  be  seen  from  Table  10,  however,  half  of 
the  fall  in  the  net  foreign  exchange  holdings  of  the 
central  bank  was  offset  by  an  improvement  in  the  net 
position  of  the  commercial  banks.  Moreover,  special 
or  non-recurrent  payments  amounting  to  DM  3.1  bil¬ 
lion  were  made  to  foreign  countries  during  the  first 
seven  months.  Not  all  of  these  special  payments  were 
strictly  non-recurrent  in  character,  though  they  are 
not  likely  to  be  repeated  on  the  same  scale.  But  for 
them,  the  reserves  of  gold  and  foreign  exchange  would 
have  risen  by  DM  1.4  billion,  or  by  almost  DM  2*^ 
billion  at  an  annual  rate. 

Nevertheless,  important  and  more  permanent 
changes  tending  to  reduce  also  the  future  west  Ger¬ 
man  payments  surplus  took  place.  By  far  the  greatest 
change  was  the  increase  in  private  capital  exports 
of  DM  1.1  billion ;  there  the  chief  element  was  trade 
in  securities.  The  Federal  Bank  suggests  that  the 
considerable  rise  in  net  imports  of  both  bonds  and 
equities  may  be  partly  —  possibly  to  the  extent  of 
roughly  one-half  —  a  temporary  phenomenon,  called 
forth  by  the  exceptional  structure  of  interest  rates  on 
the  international  capital  market.®  Even  so,  the  rise 
in  this  category  of  capital  exports  remains  impres¬ 
sive.  In  contrast,  private  direct  investment  abroad 
declined  by  very  nearly  DM  300  million.  But  this 
is  presumably  a  quite  temporary  decline,  which  will 
be  followed  by  an  increase  as  economic  activity 
expands  further  both  at  home  and  abroad. 

Furthermore,  for  the  first  time  in  many  years,  the 
surplus  of  west  German  goods  and  services  trans¬ 
actions  has  fallen  this  year.  In  the  first  seven  months 
of  1959,  it  had  'tllen  to  DM4.5  billion,  as 
opposed  to  DM  4.8  billion  in  the  corresponding  period 
of  last  year,  and  this  decline  was  much  more  pro¬ 
nounced  in  the  later  than  in  the  earlier  months  of  the 
period.  The  entire  decrease  was  on  invisible  account 
and  arose  mainly  from  the  trebling  of  west  German 
tourist  outlays  abroad,  which  exceeded  the  increase  in 
revenue  from  deliveries  to  foreign  military  estab¬ 
lishments  in  western  Germany.  The  very  strong  rise 
of  imports  which  occurred  during  the  period  is, 
however,  of  greater  interest. 

During  the  first  seven  months  of  1959,  exports  were 
7.6  per  cent  and  imports  8.6  per  cent  higher  than  in 
the  same  period  of  1958.  Since  the  absolute  values 
of  exports  were  higher  than  those  of  imports,  the 
trade  surplus  rose  slightly,  from  DM  3.08  billion  to 
DM  3.14  billion.  However,  this  stability  was  the  net 


®  Monatsberichte  der  Deutschen  Bundesbank,  August  1959, 
pp.  4-5. 
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result  of  a  decline  in  the  surplus  on  trade  with  other 
western  European  countries  of  more  than  DM800 
million  —  owing  to  strongly  rising  imports ;  of  a  rise 
of  almost  DM  1.17  billion  in  the  trade  balance  with 
North  America ;  and,  finally,  of  smaller  declines  in 
the  balances  of  trade  both  with  eastern  Europe  and 
with  the  primary-producing  countries.  The  rapid 
growth  of  imports  from  western  Europe  was,  of 
course,  closely  related  to  the  increasing  imports  of 
manufactures,  to  which  reference  has  already  been 
made.  The  share  of  such  goods  now  amounts  to  more 
than  30  per  cent  of  the  total,  as  opposed  to  only 
20  per  cent  in  1957. 

Even  when  generous  allowance  is  made  for  the 
non-recurrent  character  of  some  of  the  factors  men¬ 
tioned  above,  these  data  indicate  a  secular  upward 
tendency  in  the  ratio  of  imports  to  national  product. 
To  a  varying  extent,  this  tendency  is  observable  in 
several  western  European  countries.  The  reasons  for 
it  are  probably  analogous  to  those  already  noted  in 
connexion  with  the  similar  tendency  observed  in  the 
United  States. 

Export  earnings  in  the  second  quarter  were  also 
higher  (by  12.4  per  cent)  than  a  year  earlier ;  but 
(except  for  exports  to  North  America)  their  rate  of 
growth  was  generally  less  than  that  of  imports.  This 
can  be  explained  largely  in  terms  of  the  commodity 
structure  of  west  German  exports.  By  the  end  of  the 
second  quarter,  the  revival  in  activity  in  other  western 
European  countries  had  not  been  under  way  for  long 
enough  to  call  forth  a  rapid  expansion  of  the  exports 
of  the  west  German  capital-goods  industries,  which 
rose  by  only  9  per  cent  over  the  second  quarter  of 
1958,  in  contrast  to  increases  of  16  per  cent  for  basic 
industries  and  17  per  cent  for  consumer-goods  indus¬ 
tries. 

Developments  so  far  this  year  hardly  justify  the 
expectation  of  early,  radical  changes  in  the  west 
German  foreign  balance.  With  high  levels  of 
domestic  savings,  it  appears  probable  that  western 
Germany  will  continue  for  quite  some  time  to  have 
a  large  surplus  of  savings  available  for  investment 
abroad.  However,  recent  developments  do  afford 
grounds  for  believing  that  a  fairly  rapid  rise  in 
private  capital  exports  will  progressively  reduce  the 
rate  of  west  German  accumulation  of  reserves  when 
this  is  resumed  after  the  temporary  reversal  of  this 
year. 

The  devaluation  of  the  franc  in  December  1958, 
together  with  the  so  far  successful  efforts  of  the 
authorities  to  counteract  inflation,  have  yielded  a 
decisive  increase  in  French  net  gold  and  foreign 
exchange  holdings  of  almost  $1^  billion  between 
January  and  August  of  this  year.  Here,  too,  non¬ 
recurrent  transactions  have  accounted  for  a  large  part 
of  the  increase ;  in  this  respect  the  receipt  of  $90  mil¬ 


lion  from  western  Germany  in  connexion  with  the 
transfer  of  the  Saar  is  notable.  There  has  also  been 
considerable  repatriation  of  French  capital.  In  addi¬ 
tion,  leads  and  lags  in  payments  have  changed  in 
favour  of  France,  with  importers  no  longer  anxious 
to  advance  their  payments  and  exporters  more  rapidly 
transferring  their  receipts  to  France.  The  inflow  of 
foreign  investment  to  France  in  the  first  half  of  1959 
increased  by  about  $60  million  over  the  same  period 
of  last  year  ;  it  can  be  assumed  that,  if  confidence  in 
the  French  franc  is  sustained  abroad,  there  will  be 
some  lasting  increase  in  the  inflow  of  capital  —  in  part 
connected  with  developments  in  the  Common  Market. 
Net  receipts  from  tourist  traffic  have  also  increased 
appreciably,  probably  by  more  than  $30  million  in 
the  whole  of  1959  as  compared  with  last  year. 
However,  the  most  striking  development  has  been  the 
strong  rise  in  French  exports,  which  led  to  a  surplus 
in  the  balance  of  trade  with  foreign  countries  from 
May  of  this  year. 

In  the  spring  and  summer  months  there  has  been 
a  steady  improvement  in  the  exchange  position  of  the 
United  Kingdom.  The  substantial  recovery  in  export 
earnings  in  the  second  quarter,  accompanied  by  a 
smaller  increase  in  imports,  yielded  a  deficit  of  £106 
million  in  visible  trade  in  the  second  quarter,  against 
a  deficit  of  £117  million  in  the  first.  However,  in  the 
third  quarter  the  trade  deficit  rose  again,  to  £168  mil¬ 
lion,  and  for  the  first  nine  months  of  the  year  the 
trade  deficit  exceeded  the  exceptionally  small  deficit 
of  the  same  period  of  1958  by  about  £90  million. 
From  the  first  half  of  1958  to  the  first  half  of  this  year 
the  surplus  arising  from  current  invisible  transactions 
declined  moderately.  At  the  same  time  the  net 
export  of  long-term  capital  (excluding  the  subscription 
of  £232  million  to  the  International  Monetary  Fund) 
declined  by  about  £70  million  ;  and  it  would  appear 
that  the  inflow  of  long-term  funds  from  the  United 
States  and  western  Europe  has  more  than  offset  the 
transfer  of  some  short-term  funds  from  the  United 
Kingdom  to  the  former  area. 

The  gold  and  convertible  currency  reserves  of  the 
United  Kingdom  registered  a  net  increase  of  £77  mil¬ 
lion  in  the  first  nine  months  of  this  year  and  stood 
at  £1,173  million  at  the  end  of  September.  If  allow¬ 
ance  is  made  for  payments  to  the  International 
Monetary  Fund,  the  reserves  have  increased  in  every 
month  this  year  —  a  most  unusual  performance  in 
view  of  the  normal  seasonal  pattern  of  the  United 
Kingdom’s  payments.  Apart  from  the  gains  of  the 
United  Kingdom,  the  external  position  of  the  overseas 
sterling  countries  has  appreciably  improved.  This 
improvement  can  be  attributed  in  the  main  to  an 
increase  in  the  inflow  of  funds  from  non-sterling 
sources  and  the  recovery  in  demand  for  and  prices 
of  sterling  commodities  such  as  rubber,  hard  fibres. 
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Table  11 

Gross  gold  and  foreign  exchange  holdings  of  western  European  central  banks  and  treasuries 

Millions  of  dollars ;  end  of  period 


1958  1 

1959 

March 

June 

Sept. 

Dec.  1 

Jan. 

Feb. 

March 

April 

May 

June 

July 

Aug. 

Sep. 

Austria . 

311 

524 

620 

665 

662 

670 

683 

691 

693 

706 

735 

754 

757 

Belgium-Luxembourg  . 

1  205 

1  347 

1  423 

1  484 

1  428 

1  391 

1  408 

1  475 

1  472 

1  448 

1435 

1  421 

1  405 

Denmark . 

172 

185 

223 

230 

224 

219 

240 

229 

232 

255 

269 

250 

289 

Finland . 

205 

214 

256 

250 

269 

282 

281 

278 

268 

276 

279 

290 

295 

France . 

700 

762 

951 

1  050 

1  048 

1  163 

1  254 

1  301 

1  504 

1  634 

1  773 

1  875 

Western  Germany  “ 

5  558 

5  830 

6  098 

6  322 

6  096 

6  019 

5  637 

5  443 

5  553 

5  529 

5  514 

5  402 

5  324 

Greece . 

198 

186 

162 

176 

169 

175 

187 

190 

190 

189 

192 

188 

Iceland . 

16 

15 

15 

16 

15 

15 

16 

14 

14 

13 

14 

13 

14 

Ireland . 

253 

248 

249 

262 

256 

260 

263 

258 

257 

245 

253 

253 

256 

Italy . 

1  609 

1  714 

2  045 

2  321 

2  364 

2  428 

2  510 

2  598 

2  703 

2  829 

Netherlands . 

1  237 

1  295 

1  339 

1  493 

1  516 

1  425 

1  424 

1420 

1  374 

1  374 

1  390 

1  384 

1  382 

Norway . 

191 

191 

206 

243 

226 

226 

228 

227 

238 

237 

232 

228 

234 

Portugal  . 

689 

698 

696 

708 

732 

736 

725 

727 

720 

723 

723 

Spain  * . 

85 

88 

90 

93 

88 

89 

87 

86 

90 

92 

89 

116 

Sweden . 

436 

447 

473 

473 

476 

476 

479 

488 

488 

497 

500 

486 

482 

Switzerland . 

1  861 

1  990 

2  055 

2  055 

2  098 

2  096 

2  047 

2  036 

2  023 

2  026 

2  021 

2015 

1  995 

Turkey . 

305 

262 

274 

297 

309 

321 

326 

323 

327 

312 

286 

276 

274 

United  Kingdom  .  . 

2  770 

3  076 

3  1201 

3  069 

3  111 

3  156 

3  139 

3  251 

3  119 

3  172 

3  220 

3  248 

3  284 

Yugoslavia . 

49 

36 

47 

50 

43 

39 

41 

35 

Total  . 

15510 

16  329 

17  492 

18  180 

18313 

18  527 

18  350 

18  507 

18  758 

19  171 

19  398 

19  543 

Sources  :  International  Financial  Statistics,  International  Monetary  Fund, 
Washington. 

o  From  July  1959,  including  the  Saar. 

Gold  of  the  Bank  of  Spain  and  dollar  assets,  the  latter  as  reported  by  the 
United  States. 

wool  and  tin.  As  a  result,  the  sterling  balances  of 
the  overseas  members  of  the  area  rose  by  £153  million 
to  £2,645  million  between  September  1958  and  the 
end  of  June  1959. 

The  Revision  of  Foreign  and  Domestic  Economic 
Policies  in  Spain 

Spain  became  a  member  of  the  OEEC  in  July  1959. 
In  order  to  ensure  the  fulfilment  of  the  international 
obligations  thus  incurred.  Spain  has  undertaken  a 
far-reaching  revision  of  its  economic  policies.  A  sta¬ 
bilization  plan  has  been  introduced,  which  is  intended 
(by  means  of  the  restriction  of  monetary  demand, 
together  with  the  liberalization  of  import  controls) 
in  the  short  run  to  restore  internal  and  external 
economic  balance,  and  in  the  longer  run  to  induce 
the  structural  changes  in  the  Spanish  economy  neces¬ 
sary  for,  and  implied  by,  its  closer  integration  to  the 
western  European  and  world  economy. 

Spain  has  received  substantial  financial  assistance 
from  abroad  to  allow  it  to  carry  out  this  plan. 
Credits  of  $130  million  have  been  provided  by  the 


Prior  to  December  1958  refers  to  holdings  of  gold  and  dollars;  since  then 
also  includes  holdings  of  other  convertible  currencies. 

Gold  and  US  dollars,  the  latter  as  reported  by  the  United  States. 


United  States,  $100  million  by  the  European  Fund, 
and  $73  million  by  the  International  Monetary  Fund. 
Additional  credits  have  been  made  available  by 
private  banks,  and  agreements  have  been  reached  on 
the  consolidation  of  outstanding  debts. 

The  most  important  changes  involved  in  the  stabi¬ 
lization  plan  are  as  follows: 

(a)  A  reshaping  of  fiscal  policies,  so  as  to  provide 
both  a  reduction  of  expenditure  and  an  increase  in 
revenue.  A  ceiling  of  80  billion  pesetas  has  been  set 
to  public  expenditure  in  1959.  This  will  still  produce 
an  excess  over  current  revenues  of  13.4  billion  pesetas, 
of  which  10  billion  pesetas  are  to  be  covered  by 
recourse  both  to  the  domestic  capital  market  and  to 
foreign  credits.  The  public  sector  will  thus  resort  to 
the  banking  system  for  only  a  further  3.4  billion 
pesetas  —  or  almost  8  billion  pesetas  less  than  in  1958. 

(b)  Monetary  policies  calculated  to  restrict  credit 
include  an  increase  in  the  bank  rate  from  5  to  6% 
per  cent ;  statutory  power  to  impose  ceilings  on  com¬ 
mercial  bank  rediscounts  with  the  Central  Bank ;  a 
directive  to  the  banks,  exhorting  them  not  to  extend 
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credits  for  “  speculative  ”  transactions  ;  and  the  limi¬ 
tation  of  the  total  volume  of  credit  afforded  by  the 
commercial  banks  to  the  private  sector. 

A  further  measure,  which  will  have  important  re¬ 
percussions  in  the  monetary  sphere,  is  the  obligation 
imposed  on  importers  to  make  advance  deposits 
equivalent  to  one-fourth  of  the  value  of  their  prospec¬ 
tive  imports. 

Of  more  positive  and  greater  long-term  significance 
is  the  intended  reallocation  disclosed  in  the  recently 
published  Spanish  investment  programme,  of  total  in¬ 
vestment  resources  so  as  to  give  greater  weight  to  in¬ 
vestments  in  export  industries,  power  production,  and 
other  basic  industries.  However,  it  is  not  clear  to 
what  extent  policy  instruments  are  available  to  guar¬ 
antee  the  implementation  of  the  programme. 

(c)  In  the  sphere  of  foreign  exchange,  the  most  im¬ 
portant  measure  has  been  the  devaluation  of  the 
peseta  to  a  rate  of  60  to  the  dollar  and  the  abolition 
of  the  previous  system  of  multiple  exchange  rates 
and  export  premiums. 

(d)  A  range  of  import  quotas  has  been  globalized, 
and  imports  of  some  products  have  already  been 

3.  The  Structure  of  the  Revival  and 

Both  the  timing  and  the  character  of  the  process 
of  renewed  expansion  have  differed  among  the  three 
largest  western  European  countries. 

In  western  Germany,  signs  of  the  resumption  of  a 
rapid  rate  of  growth  were  already  evident  in  the 
early  summer  of  1958  ;  in  the  United  Kingdom,  the 
upturn  began  in  the  autumn  of  1958  after  a  long 
period  of  stagnating  output ;  and  in  France  the  re¬ 
versal  came  in  the  early  months  of  this  year.  While 
the  rapid  expansion  of  exports  has  been  one  of  the 
chief  pacemakers  in  the  growth  of  the  west  German 
economy  throughout  the  ’fifties,  the  relative  impor¬ 
tance  of  domestic  investment  has  been  increasing  of 
late.  Conversely,  in  France  domestic  expansion  pre¬ 
viously  proceeded  at  the  expense  of  exports  whose 
competitive  position  was  weakened  by  inflationary 
pressures ;  but,  since  the  application  of  anti-infla¬ 
tionary  monetary  policies  and  the  devaluation  of  the 
franc,  growing  exports  and  an  improving  foreign 
balance  have  become  the  principal  factors  leading 
the  expansion.  Finally,  in  the  United  Kingdom 
rising  consumption  has  provided  the  chief  impetus  to 
the  renewed  growth  of  total  output. 

France 

The  main  impulse  to  expansion  in  France,  as  noted 
above,  has  been  provided  since  February  by  the 
upsurge  in  exports  which  was  induced  by  the  de- 


liberalized ;  these  include  mainly  essential  raw 
materials,  chemical  fertilizers,  and  spare  parts.  At 
the  same  time,  tariffs  have  been  so  revised  as  to 
result,  in  the  main,  in  lower  duties  on  raw  materials 
and  appreciably  higher  duties  on  imports  of  manu¬ 
factures  competing  with  domestic  production.  Tem¬ 
porary  export  duties  have  also  been  levied  on  a 
number  of,  mainly  agricultural,  products. 

(e)  Wage  increases  will  in  principle  be  approved 
by  the  authorities  only  where  justified  by  a  rise  in 
productivity. 

if)  The  system  of  price  and  distribution  controls 
is  gradually  being  dismantled.  As  a  first  step,  the 
marketing  of  liberalized  import  goods  has  been  freed. 

(g)  Other  measures  include  a  new  law  designed  to 
stimulate  foreign  investments  in  Spain  and  an  am¬ 
nesty  to  induce  the  repatriation  cf  capital  illegally 
held  abroad  by  nationals. 

It  is  too  early  to  assess  the  probable  effects  of  the 
new  plan  on  the  Spanish  economy,  though  there  are 
already  signs  that  the  foreign  balance  is  responding 
favourably. 

THE  Prospects  for  Further  Expansion 

valuation  at  the  turn  of  the  year.  Domestic  demand, 
on  the  other  hand,  having  been  held  in  check  by  the 
contractionary  policies  introduced  in  preparation  for 
and  in  support  of  the  devaluation,  changed  relatively 
little  in  the  first  half  of  1959,  even  though  some 
policy  measures  were  taken  in  the  first  quarter  to 
prevent  a  further  decline  in  activity. 

The  restriction  of  total  demand  and  activity  proved 
highly  effective  in  restraining  the  rise  in  prices  and 
wages  subsequent  to  devaluation.  During  the  first 
half  of  the  year,  wages  in  industry  rose  at  a  moderate 
rate,  and  hourly  earnings  in  June  were  no  more  than 
3  per  cent  higher  than  in  December  of  last  year.  In 
the  second  quarter,  a  wage  increase  of  3^^  per  cent 
was  granted  in  the  textile  industry.  The  price  index 
governing  minimum  wage  adjustments  rose  in  August 
and  September  above  the  level  which  entails  an 
increase  in  minimum  wages  —  in  this  case  of 
2-3  per  cent  from  1  November.  This  development 
makes  it  more  probable  that  the  anticipated  review 
of  railway  workers’  wages  in  November  will  result  in 
an  increase,  which  may  spread  to  other  industries  and 
especially  to  the  nationalized  sector.  In  spite  of  the 
most  recent  increases  in  employment  and  hourly 
earnings,  and  of  the  introduction  of  higher  family 
allowances  in  August,  the  real  income  of  industrial 
workers  has  still  not  made  good  the  losses  incurred 
between  the  summer  of  1957  and  the  first  quarter  of 
this  year.  Hence,  it  does  not  seem  improbable  that 
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an  increase  in  demand  for  labour  will  evoke  compa¬ 
ratively  strong  pressures  for  higher  wages. 

Wholesale  prices  rose  by  5  per  cent  in  the  month 
following  the  devaluation,  but  subsequently  declined 
moderately  and  in  July  of  this  year  were  only  3  per 
cent  above  the  level  of  December  1958.  This  was  the 
result,  however,  of  divergent  price  changes  for  differ¬ 
ent  commodity  groups:  price  of  food  products  fell 
by  more  than  3  per  cent,  whereas  those  of  manu¬ 
factured  products  rose  by  almost  7  per  cent ;  and,  as 
was  to  be  expected,  prices  of  imported  industrial  raw 
materials  rose  to  a  relatively  greater  extent,  by  about 
13  per  cent,  though  this  was  less  than  the  17  per  cent 
increase  in  the  price  of  foreign  exchange.  In  this 
latter  development  the  greater  freedom  of  importers 
to  choose  their  markets  —  thanks  to  the  liberalization 
of  imports  —  may  have  been  a  factor  of  some  impor¬ 
tance.  On  the  other  hand,  in  some  industries  such  as 
textiles,  the  strengthening  of  international  raw  mate¬ 
rial  markets  (wool,  for  example)  supplemented  the 
price-increasing  effect  of  the  devaluation. 

The  index  of  the  retail  prices  of  250  articles  in  the 
Paris  region  rose  by  3*4  per  cent  from  December  to 
July,  while  the  index  relevant  for  the  adjustment  of 
minimum  wages  rose  by  5  per  cent.  From  the  middle 
of  the  year,  signs  of  a  strengthening  upward  tendency 
in  prices  began  to  cause  concern.  As  a  result  of  the 
higher  basic  price  of  wheat,  the  price  of  bread  was 
increased  from  the  beginning  of  August,  and  —  of 
greater  importance  —  the  dry  weather  gave  rise  to 
higher  prices  for  some  agricultural  products,  while 
the  upward  drift  of  industrial  prices  continued.  To 
counteract  these  developments,  the  authorities  decided 
to  supplement  agricultural  supplies  with  larger  im¬ 
ports  ;  measures  were  taken  to  control  retail  margins 
and  the  prices  of  dairy  products ;  and  discussions 
were  opened  with  the  representatives  of  certain  con¬ 
sumers’  goods  industries  with  a  view  to  reaching 
agreements  on  price  reductions.  However,  the  posi¬ 
tion  in  the  labour  market  —  where  both  employment 
and  the  number  of  vacancies  were  lower  by  the  middle 
of  the  year  than  in  mid-1958  ;  the  considerable 
margin  of  unutilized  capacity  ®  in  most  industries ; 
and  the  liberalization  of  imports  should,  in  general, 
assure  the  flexible  response  of  supply  to  a  further 
increase  in  total  demand. 

In  contrast  with  the  experience  of  most  other 
western  European  countries,  French  residential  con¬ 
struction  increased  only  from  the  beginning  of  the 
second  quarter  of  this  year,  and  by  the  summer 
unfilled  vacancies  in  the  building  trades  were  still 
fewer  than  a  year  earlier.  However,  both  a  rising 
number  of  building  permits  issued  and  the  expanding 
output  of  building  materials  point  to  a  continuation, 

*  Etudes  et  conjoncture.  No.  8-9,  1959,  Institut  national  de  la 
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albeit  moderate,  of  the  rise  in  residential  construction 
which  is  being  promoted  by  easier  credit  facilities. 

At  the  beginning  of  the  year,  an  increase  of  15  per 
cent  was  planned  in  the  volume  of  investment  by  the 
central  government  and  the  nationalized  enterprises  in 
1959  ;  and  early  in  the  first  quarter  apparently  effec¬ 
tive  measures  were  taken  to  speed  up  the  implemen¬ 
tation  of  the  investment  programmes.  None  the  less, 
the  rise  in  exports  was  by  far  the  most  important 
factor  inducing  the  renewal  of  expansion.  The 
increase  in  income  creation  from  the  first  half  of  1958 
to  the  first  half  of  1959  through  the  improvement  of 
the  trade  balance  was  roughly  twice  as  great  as  that 
brought  about  by  the  increase  in  investment  by  the 
central  government  and  the  nationalized  enterprises. 

As  in  the  United  Kingdom,  the  further  expansion 
of  activity  depends  to  a  great  extent  on  the  course  of 
industrial  investment.  A  comparison  of  surveys  of 
business  trends  and  plans,  made  by  the  Institut  natio¬ 
nal  de  la  statistique  et  des  etudes  economiques  in 
February  and  June  of  1959  reveals  an  upward 
revision  of  investment  plans  which  will  only  be  suffi¬ 
cient,  however,  to  carry  the  volume  of  investment  in 
1959  to  the  level  of  last  year.  The  principal  induce¬ 
ment  to  these  revisions  has  presumably  been  provided 
by  the  increase  in  current  sales  and  output,  together 
with  the  changed  international  outlook,  while  the 
easing  of  credit  policies  would  appear  to  have  played 
only  a  minor  supporting  role.  Increasing  activity 
during  the  rest  of  the  year  may  be  expected  to  lead 
to  a  further  rise  in  planned  investments  in  industry. 

The  budgetary  proposals  for  1960  will  provide  only 
a  moderate  stimulus  to  expansion.  Expenditure  on 
current  and  investment  account  is  planned  to  increase 
by  about  5^  ner  cent,  while  a  slightly  smaller  rise 
is  foreseen  for  income-absorbing  revenues  —  on  the 
assumption  of  an  increase  of  5  per  cent  in  gross 
domestic  product  and  of  6  per  cent  in  industrial 
production,  and  of  a  level  of  prices  no  higher  than 
at  the  end  of  1959. 

Western  Germany 

The  revival  of  expansion  in  western  Germany  began 
during  the  summer  of  last  year,  and  has  by  now 
gained  considerable  strength.  Unemployment  has 
been  reduced  to  its  lowest  post-war  level,  and  during 
the  April-August  period  industrial  production  was 
6  per  cent  above  the  level  of  a  year  earlier.  Most 
sectors  have  participated  in  the  upswing  —  with  gen¬ 
erally  more  appreciable  increases  in  the  output  of 
capital  goods  than  in  that  of  consumers’  goods.  The 
leading  factors  in  the  revival  of  activity  have  been 
residential  and  other  construction,  and  the  continued 
growth  of  exports  —  though  both  agricultural  and 
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commercial  investment  also  rose  at  an  early  stage. 
In  the  second  quarter,  building  activity  was  11  per 
cent  higher  than  in  the  corresponding  period  of  1958, 
and  at  this  level  the  tight  labour  market  limited  the 
scope  for  further  increase. 

The  expansion  has  gradually  spread  in  the  course 
of  the  year  to  almost  all  sectors  of  the  west  German 
economy.  Industrial  investment,  as  in  most  other 
countries,  was  slow  to  recover,  but  is  now  unquestion¬ 
ably  increasing  as  investment  plans  are  revised  up¬ 
wards  in  response  to  the  buoyancy  of  orders  and 
sales.  Orders  for  industrial  construction  provided  the 
first  pointer  in  this  direction ;  but  industrial  invest¬ 
ment  in  machinery  and  equipment  has  clearly  been 
growing  in  volume  during  the  summer  and  early 
autumn.  With  the  slower  growth  of  demand,  and  a 
decline  in  rates  of  capacity  utilization  in  1958,  a 
change  in  the  motives  for  industrial  investment  could 
be  detected,  the  outcome  of  which  was  greater 
emphasis  on  technical  improvements  and  cost  reduc¬ 
tions  rather  than  on  the  expansion  of  capacity.  This 
year,  with  a  progressive  increase  in  the  levels  of  acti¬ 
vity  and  capacity  utilization,  the  desire  to  expand 
capacity  has  regained  its  earlier  importance  as  a 
motive  for  industrial  investment.  At  the  same  time, 
however,  the  much  reduced  reserves  of  unemployed 
labour  promote  a  greater  volume  of  investment  in 
labour-saving  techniques. 

The  volume  of  orders  received  by  manufacturing 
industry  also  indicates  that  the  west  German  expan¬ 
sion  will  be  strongly  sustained  in  the  period  ahead. 
In  the  second  quarter  of  this  year,  the  volume  of 
orders  received  by  manufacturers  was  27  per  cent 
greater  than  in  the  second  quarter  of  1958,  and  during 
the  spring  the  inflow  of  new  orders  in  most  industries 
exceeded  current  deliveries.  In  the  textile  industry  — 
and  in  some  others,  too  —  this  disparity  between  the 
flows  of  orders  and  output  was  not  due  to  any  diffi¬ 
culty  in  expanding  production,  but  rather  to  the  fact 
that  at  the  beginning  of  the  year  stocks  of  finished 
products  were  considered  excessive  by  producers,  who 
therefore  took  the  opportunity,  afforded  by  increasing 
demand,  to  reduce  stocks.  In  other  industries,  and 
particularly  in  those  producing  capital  goods,  genuine 
difficulty  was  experienced  in  expanding  output  pari 
passu  with  demand,  with  the  result  that  the  backlog 
of  orders  has  become  considerable.  It  would  appear 
that  for  industry  as  a  whole  the  point  was  reached, 
shortly  before  mid-year,  where  the  majority  of  firms 
wished  to  maintain  or  increase  their  stocks  of  finished 
products.  The  reversal  from  stock  decumulation  to 
accumulation  of  raw  materials  appears  mainly  to 
have  taken  place  towards  the  end  of  the  first  quarter, 
while  the  volume  of  goods  in  process  has,  of  course, 
responded  to  the  augmentation  of  output. 

Whereas  the  increase  in  private  consumption  has 


been  a  propellent  factor  in  the  growth  of  output  in 
the  United  Kingdom,  this  has  not  been  the  case  in 
western  Germany,  where  —  apart  from  coal-mining 
and  shipbuilding  —  the  capital  goods  industries  have 
generally  expanded  more  than  the  consumers’  goods 
industries.  Among  the  latter,  the  rise  in  output  has 
been  relatively  strong  in  those  branches  producing 
consumers’  durable  goods.  Since  May,  however,  the 
monthly  output  of  textiles  has  been  running  at  a 
higher  rate  than  in  the  corresponding  period  of 
1958. 

The  main  reason  for  the  relatively  slow  increase  in 
consumption  would  appear  to  be  that  consumers’ 

’  •^osable  incomes  have  grown  at  only  a  moderate 
rate.  During  1958,  the  setback  to  expansion  did  not 
occasion  the  dismissal  of  workers  on  any  major 
scale  —  an  eventuality  which  the  shortening  of  the 
working  week  helped  to  obviate.  Moreover,  some 
workers,  on  becoming  unemployed  (and  especially 
female  workers  in  the  textile  industry),  presumably 
left  the  labour  market,  while  others  found  employ¬ 
ment  in  those  industries  which  were  still  rapidly 
expanding.  To  some  extent,  however,  a  hidden 
reserve  of  under-employed  labour  was  created  in 
several  industries  as  the  movements  of  output  and 
visible  employment  diverged.  It  has  consequently 
proved  possible  considerably  to  expand  output  this 
year  without  any  corresponding  increase  in  visible 
employment ;  for  the  rise  in  output  per  man-hour 
(almost  10  per  cent  over  the  year)  has  been  in  excess 
of  what  could  be  explained  as  an  increase  in  produc¬ 
tivity  attributable  to  past  investment  and  technical 
progress.  In  fact,  only  in  August  of  this  year  did  the 
number  of  workers  employed  in  industry  surpass  that 
of  the  same  month  of  1958.  Furthermore,  the  increase 
in  money  wages  in  the  first  half  of  1959  has  been 
slower  than  in  the  first  half  of  1958.  The  comparative 
stability  of  final  prices  has  presumably  contributed 
to  this  result  —  and  has  itself  been  partly  the  outcome 
of  both  the  slow  rise  in  wages  and  the  increase  in 
output  per  man-hour  which  has  accompanied  the 
renewed  expansion.  Finally,  western  Germany,  in 
common  with  other  western  European  countries,  has 
benefited  from  the  lower  prices  of  imports  from 
overseas ;  and  relatively  ample  productive  capacity 
for  consumers’  goods,  as  well  as  the  steep  rise  in 
imports,  has  sufficed  so  to  increase  supply  as  to 
satisfy  the  moderate  increase  in  consumers’  demand. 

In  spite  of  the  apparent  strength  of  the  expansion 
now  proceeding  in  western  Germany,  there  are  cer¬ 
tain  indications  that,  as  the  rise  in  activity  goes 
further,  increasing  difficulties  will  be  encountered. 
Price  developments  already  appear  less  favourable ; 
in  August,  the  usual  seasonal  fall  in  food  prices  did 
not  take  place,  because  of  the  effects  of  the  drought 
on  agricultural  production.  Furthermore,  the  tighter 
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market  in  the  capital  goods  sector  has  given  rise  to 
expectations  of  price  and  wage  increases  in  this  field  ; 
and  the  achievement  of  full  employment  in  an 
increasing  number  of  sectors  may  both  limit  the 
possibilities  for  expanding  output,  and  quite  probably 
tend  to  accelerate  the  rise  in  wages.  None  the  less, 
prices  in  western  Germany  may  remain  fairly  stable 
W  quite  some  time,  because  of  the  sectoral  distri¬ 
bution  of  the  increase  in  demand.  In  the  production 
of  consumers’  goods  a  relatively  high  elasticity  of 
supply  obtains  ;  and  with  excess  demand  confined,  in 
the  main,  to  the  construction  and  capital  goods’ 
sectors,  some  time  should  elapse  before  price  increases 
due  to  demand  pressure  in  this  sector  affect  final 
consumers’  prices. 

The  United  Kingdom 

From  November  until  the  present,  there  has  been 
an  uninterrupted  growth  in  total  industrial  output  in 
the  United  Kingdom.  Output  since  April  has  been 
between  5  and  6  per  cent  higher  than  in  the  summer 
months  of  last  year,  and  the  increase  has  been  fairly 
evenly  distributed  among  industrial  sectors.  By  mid¬ 
summer  there  was  an  unequivocal  acceleration  of  the 
upward  tendency,  with  the  seasonally  adjusted  official 
index  reaching  an  estimated  peak  of  113-114  (1954  = 
100)  in  August,  against  105-106  a  year  earlier. 

The  United  Kingdom  owes  this  re-expansion  not 
so  much  to  a  greater  volume  of  investment  and 
construction  as  to  an  increase  in  consumer  spending, 
partly  induced  by  policy  measures.  The  growth  in 
demand  for  exports,  and  the  end  of  de-stocking,  have 
also  made  important  contributions  to  the  revival. 

Consumers’  expenditure  began  to  rise  in  the  fourth 
quarter  of  1958,  and  increased  further  after  the 
expansionary  budget  of  last  April.  By  the  second 
quarter,  consumers’  expenditure  was  some  4  per  cent 
higher  than  a  year  earlier,  and  more  than  one-third  of 
this  increase  has  been  spent  on  consumers’  durables. 
Hire-purchase  borrowing  has  continued  to  grow,  but 
the  volume  of  hire-purchase  credit  outstanding  has 
recently  increased  less  rapidly.  During  the  three 
months  to  mid-August,  total  bank  advances  rose  by 
£180  million,  or  by  three  times  as  much  as  during  the 
same  period  of  last  year.  The  pattern  of  advances 
was  much  the  same  as  before  —  with  “  personal  and 
professional  ”  borrowers  and  the  hire-purchase  finance 
houses  taking  as  much  as  agricultural  and  industrial 
borrowers  together.  Since  incomes  are  rising,  it  is 
probable  that  consumers’  expenditure  will  go  on 
rising  in  the  months  to  come,  though  possibly  at  a 
slower  rate. 

Rising  incomes,  growing  demand,  and  fine  weather 
jointly  induced  a  good  deal  of  new  activity  in  con¬ 
struction  work.  During  the  first  quarter  there  was 


a  small  rise  in  manufacturers’  stocks  of  finished 
goods,  followed  by  a  decline  in  the  second  quarter, 
when  retailers  were  increasing  their  stocks.  The  de¬ 
stocking  of  raw  materials  by  manufacturers  has  come 
to  a  halt  in  response  to  the  general  upswing  in 
activity,  and  work  in  progress  has  of  course  increased. 
These  changes  in  stocks  suggest  that  towards  the 
middle  of  the  year  the  decline  in  producers’  stocks 
of  finished  products  was  to  an  increasijhg  extent  the 
unplanned  effect  of  a  rise  in  sales  which  was  larger 
than  expected. 

A  survey  made  by  the  Federation  of  British 
Industries  at  the  end  of  September  and  the  beginning 
of  October  this  year  shows  clearly  that,  during  the 
four  months  following  its  previous  survey,  there  was 
an  increase  in  economic  activity  which  was  reflected 
in  orders,  deliveries,  output,  numbers  of  workers 
employed,  and  the  length  of  the  working  week.  The 
survey  would  also  appear  to  show  that  the  margin 
for  further  expansion  has  narrowed.  Half  of  the  firms 
replying  to  the  questionnaires  —  as  opposed  to  less 
than  two-fifths  in  June  —  stated  that  they  were  work¬ 
ing  to  capacity ;  and  24  per  cent  —  as  opposed  to 
11  per  cent  previously  —  were  experiencing  more 
difficulty  in  finding  additional  workers.  However,  the 
improvement  in  the  general  outlook  and  in  the  sales 
prospects  of  most  firms  had  not  apparently  caused 
any  major  revisions  of  investment  plans.  Only  quite 
minor  changes  had  occurred  in  the  proportions  of 
firms  planning  respectively  to  increase,  decrease,  and 
maintain  unchanged  their  volume  of  investment  in 
the  forthcoming  twelve  months  as  compared  with  the 
preceding  twelve  months.  None  the  less,  some  increase 
in  industrial  investment  in  1960  would  now  appear 
rather  more  probable  than  the  slight  decline  pre¬ 
viously  expected  for  1960, 

Monetary  Developments 

From  1958  to  1959  there  have  been  notably 
different  changes  in  the  main  categories  of  expenditure 
in  the  three  large  countries.  In  France,  net  exports  of 
goods  and  services  increased  strongly ;  and  according 
to  provisional  estimates  for  the  year  1959  there  has 
been  no  concurrent  decline  in  the  share  of  total  con¬ 
sumption.  More  than  half  of  the  rise  in  net  exports 
was  matched  by  a  fall  in  the  rate  of  stock  accumula¬ 
tion,®  whereas  the  share  of  output  devoted  to  fixed 
capital  formation  was  reduced  only  fractionally.  Pre¬ 
liminary  data  for  the  United  Kingdom,  covering  the 
first  half  of  1959,  show  an  increase  in  the  share  of 
consumption  in  gross  national  product,  whereas  the 
shares  of  both  fixed  domestic  capital  formation  and 
the  foreign  balance  decreased.  The  savings  ratio  rose 


•This  points  to  the  likelihood  of  a  stronger  rise  in  French 
imports  as  stock  accumulation  recovers. 


-  26  - 


only  in  western  Germany,  where  re-expansion  began 
earlier  and  was  stronger  than  in  the  other  two  coun¬ 
tries  ;  the  foreign  balance  and  the  rate  of  stock 
accumulation  changed  moderately  —  in  opposite  direc¬ 
tions —  while  fixed  capital  formation,  especially  resi¬ 
dential  and  other  construction,  increased  considerably. 

Developments  in  western  Germany,  rather  than  in 
the  United  Kingdom,  appear  to  have  been  typical  of 
those  in  most  of  the  smaller  western  European  coun¬ 
tries,  where,  as  already  mentioned,  rising  residential 
construction  and  other  long-term  investment  have 
been  leading  factors  in  the  revival.  The  increase  in 
construction  was  promoted  by  easier  credit  conditions 
and  declining  long-term  rates  of  interest,  which  in 
most  countries  had  reached  their  peak  late  in  1957, 
and  thereafter  fell.  This  decline  in  interest  rates  has 
in  general  come  to  a  halt  recently  ;  and  in  some 
countries  a  small  rise  has  ensued  during  the  summer 
and  autumn  months  (see  the  attached  chart  of  short¬ 
term  indicators). 

To  some  extent,  this  reversal  —  so  far  quite  mod¬ 
erate —  is  presumably  an  effect  of  the  much  more 
appreciable  changes  which  have  been  taking  place  in 
North  America  for  some  time.  In  the  United  States, 
the  Federal  Reserve  System  began  to  tighten  credit 
soon  after  recovery  of  activity  in  1958,  and  the  free 
reserves  (i.e.,  excess  reserves  minus  borrowing  at  the 
Federal  Reserve  Banks)  of  member  banks  fell  from 
almost  $550  million  at  the  end  of  July  1958  to  about 
minus  $600  million  at  the  beginning  of  the  steel  strike 
in  mid-July  1959.  This  reduction  of  bank  liquidity,  in 
conjunction  with  both  the  increasing  demand  for 
credit  from  the  private  sector  and  the  financial 
requirements  of  the  Federal  Government,  caused  a 
considerable  rise  in  both  short-  and  long-term  interest 
rates.  Thus,  yields  on  first-class  corporate  bonds  rose 
from  3.67  per  cent  to  4.47  per  cent®  —  or  by  more 
than  20  per  cent  —  from  July  1958  to  July  1959.  In 
the  following  period,  the  Federal  Reserve  supported 
the  market  to  some  extent,  so  as  not  to  add  intensified 
credit  restriction  to  the  contractionary  impact  of  the 
steel  strike.  Nevertheless,  the  money  and  capital 
markets  remained  tight,  and  in  October  the  rate  on 
three-month  treasury  bills  exceeded  per  cent. 

However,  the  rise  in  American  interest  rates  has 
certainty  slowed  down,  but  not  stopped,  the  loss  of 
international  liquidity  by  the  United  States,  and  pre¬ 
sumably  the  tightening  of  credit  policies  in  the  United 
States  has  recently,  if  anything,  assisted  monetary 
management  in  western  Europe,  by  containing  the 
increase  of  liquidity  in  the  latter. 

There  can,  in  any  case,  be  little  doubt  that  to  the 
extent  that  the  western  European  capital  mar- 
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kets  have  become  firmer  of  late,  this  has  been 
less  on  account  of  the  repercussions  of  develop¬ 
ments  in  North  America  than  on  account  of  the 
greatly  enlarged  flow  of  new  issues  induced  by  the 
preceding  fall  in  long-term  rates.  Thus,  in  the  United 
Kingdom  the  volume  of  new  issues  in  the  first  three 
quarters  of  1959  was  35  per  cent  larger  than  in  the 
same  period  of  1958.  Almost  as  large  a  rise  occurred 
in  western  Germany  from  the  first  half  of  1958  to 
the  first  half  of  1959.  In  the  same  period,  bond  issues 
(excluding  short-  and  medium-term  government  secu¬ 
rities)  in  France  increased  by  almost  60  per  cent ; 
and  in  the  Netherlands  and  Switzerland  the  corre¬ 
sponding  increases  amounted  to  about  130  per  cent 
and  50  per  cent,  respectively.  Since  the  demand  for 
bank  credit  was  increasing  at  the  same  time,  and 
banks  were  therefore  under  pressure  to  reduce  their 
security  holdings  in  order  to  raise  their  advances,  it 
is  small  wonder  that  prices  of  fixed-interest  securities 
tended  to  weaken. 

In  September  the  bank  rate  was  raised  in  Denmark 
and  in  western  Germany.  The  rise  in  the  Danish 
bank  rate  was  accompanied  by  other  quantitative 
measures  to  prevent  an  excessive  expansion  of  build¬ 
ing  capacity.  Under  the  pressure  of  the  large  flow 
of  new  issues,  long-term  rates  in  western  Germany 
began  to  rise  in  the  course  of  the  second  quarter. 
Though  the  volume  of  new  issues  later  decreased 
somewhat  in  response  to  a  recommendation  from  the 
Central  Capital  Market  Committee  in  May,  the 
market  did  not  recover.  However,  the  rise  in  bank 
rate  should  probably  be  construed  as  not  merely  a 
passive  adjustment  to  the  market,  but  rather  as  a 
pointer  to  the  intention  of  the  central  bank  to  prevent 
an  excessive  expansion  of  investment  demand  and 
to  counteract  the  effects  of  increasing  public 
expenditure.®" 

The  greater  firmness  of  interest  rates  can  be  ex¬ 
plained,  in  most  countries,  mainly  in  terms  of  the 
increasing  supply  of  securities  —  which  has,  however, 
been  more  than  counter- balanced,  in  some  countries, 
such  as  France  and  Italy,  by  rising  liquidity  —  and 
it  is  particularly  noteworthy  that  until  the  end  of  the 
third  quarter  no  acceleration  of  wage  and  price 
increases  sufficient  to  explain  a  rise  in  interest  rates 
had  occurred.  However,  the  high  level  of  activity  in 
residential  and  other  construction  has  had  a  noticeable 
effect  on  costs  in  some  countries ;  this,  together  with 
the  recent  developments  in  capital  markets  and  the 
tighter  labour  markets,  may  be  expected  to  restrain 
construction  activity.  In  any  case,  this  type  of  invest¬ 
ment  as  a  percentage  of  total  fixed  capital  formation 
is  already  beginning  to  decline,  because  of  the  expan- 

In  fact,  a  new  and  this  time  larger  increase  in  the  discount 
rate  of  the  Federal  Bank  followed  in  October. 
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sion  of  investment  in  industry  and  other  sectors  — 
which  is,  indeed,  typical  of  the  pattern  of  events  as  a 
wave  of  expansion  proceeds. 

There  can  be  little  doubt  that  in  most  western 
European  countries  total  investment,  incomes,  and 
consumption  will  increase  in  the  montlis  ahead.  But 
in  spite  of  the  high  levels  of  employment  and  activity 
which  have  already  been  achieved,  the  risk  of  ac¬ 
celerating  and  cumulative  wage  and  price  increases 
would  now  appear  to  be  appreciably  smaller  than  in 
comparable  situations  earlier  in  the  post-war  period. 
Apart  from  the  temporary  and  limited  effects  of  the 
American  steel  strike,  there  are  no  product  shortages 
in  existence  or  in  prospect  which  could  constitute  a 
bottleneck.  Though  the  prices  of  some  primary  goods 


have  strengthened,  a  general  and  strong  upward 
movement  seems  precluded  by  the  ample  available 
output  capacity  for  a  wide  range  of  mineral  products 
and  by  large  stocks  of  important  agricultural  products. 
Furthermore,  high  levels  of  investment  in  western 
Europe  in  recent  years  must  have  created  scope  for 
considerable  increases  in  output  in  relation  to  the 
admittedly  narrowing  margin  for  increases  in  em¬ 
ployment.  Finally,  and  above  all,  the  strong  balance- 
of-payments  position  of  most  western  European 
countries,  tariff  reductions  in  several  countries,  and 
continuing  liberalization  of  imports  —  from  North 
America,  in  particular  —  will  allow  a  rapid  absorption 
of  insurgent  excess  demand  through  increasing 
imports. 


4.  Industrial  Expansion  in  Eastern  Europe  and  the  Soviet  Union 


The  adaptation  of  industries  in  the  Soviet  Union 
and  the  eastern  European  countries  to  the  new  pro¬ 
duction  and  investment  plans  for  1959-1965  has  pro¬ 
ceeded  in  the  first  eight  or  nine  months  of  this  year 
with  no  loss  of  the  momentum  of  over-all  industrial 
expansion,  despite  the  fairly  marked  changes  from 
past  patterns  of  growth  called  for  by  plans.^®  Incre¬ 
ments  of  gross  industrial  output  ranging  from  9  per 
cent  to  14  per  cent  of  the  level  in  the  same  months 
of  1958  have  been  reported  in  most  countries,  and 
very  substantially  faster  growth  in  Albania  and  Bul¬ 
garia  (see  Table  12). Plans  for  the  first  half-year 
were  at  least  fulfilled  in  all  countries  of  the  area,  and 
in  some  were  exceeded  by  large  margins. 

Some  strains  have,  not  surprisingly,  appeared  in  the 
industries  in  which  the  new  plans  call  for  the  most 
rapid  expansion  —  such  as  engineering  and  construc¬ 
tion —  but  the  improvements,  already  apparent  in 
1958,  in  flows  of  supplies  from  those  branches  which 
constituted  the  worst  bottlenecks  in  the  past  —  coal, 
electric  power  and  metals  —  seem  to  have  been  gener¬ 
ally  maintained,  though  there  are  some  exceptions 
(see  below).  In  the  consumer-goods  industries,  output 
plans  have  generally  been  fulfilled,  at  expansion  rates 
usually  below  those  of  the  producer-goods  branches ; 


So  far,  the  Soviet  Union  and  eastern  Germany  have  estab¬ 
lished  their  main  control  figures  for  the  plans  covering  the 
years  1959  to  1965,  and  Czechoslovakia,  Hungary  and  Poland 
theirs  for  the  1961-1965  Plans.  Some  of  the  main  features  of 
the  Albanian  1961-1965  Plan  have  also  been  published.  These 
drafts  have  been  discussed  within  the  Council  for  Mutual 
Economic  Aid,  and  detailed  plans  for  output  of  certain  products 
in  the  area  as  a  whole  and  in  individual  countries  (together 
with  some  elements  of  the  related  investment  and  trade  plans) 
have  been  established  in  consultation  within  the  Council  (see 
the  Economic  Bulletin  for  Europe,  Vol.  11,  No.  1,  pp.  1-7  and 
55-65). 

“  Some  small  part  of  the  reported  increases  of  gross  industrial 
output  in  Bulgaria  and  the  Soviet  Union  may  be  only  apparent, 
and  simply  a  statistical  reflection  of  administrative  and  techno¬ 
logical  changes.  (See  also  the  note  to  Table  13,  below.) 


but  in  some  of  these  industries  (textiles,  for  example) 
the  growth  of  over-all  output  seems  to  have  been 
slowed  down  in  some  countries  by  tardy  adaptation 
of  the  pattern  of  production  to  changes  in  consumers’ 
demand. 

Employment  and  Productivity 

The  industrial  expansion  has  been  supported  pri¬ 
marily  by  rising  employment  in  Bulgaria  and  Hungary 
and  by  productivity  increases  in  the  Soviet  Union, 
Czechoslovakia,  eastern  Germany  and  Poland.  The 
1959  plans  generally  foresaw  much  faster  increases 
in  output  per  man  than  in  employment,  but  the 

Table  12 

Gross  industrial  output  in  eastern  European  countries 
and  the  Soviet  Union 


Percentage  increase  over  same  period  of  previous  year 


Country 

1958 

Year 

Plan  for  1959  I 

Actual  1959 

Year 

First 
half  1 

First 

quarter 

Second 

quarter 

Third 

quarter 

Albania  .... 

20 

17 

22 

22 

30 

23 

Bulgaria  .  .  . 

13  « 

28 

22 

18 

28 

29 

Czechoslovakia . 

11 

10 

9 

n 

12 

11 

Eastern  Germany 

11 

11 

12* 

11 

15 

15 

Hungary  c  .  . 

12 

11 

6 

5 

12 

12 

Poland  .... 

10 

8 

6 

10 

8 

9 

Rumania  ^  .  . 

10 

10 

10* 

10* 

Soviet  Union  . 

10 

9 

7 

11 

13 

12 

Sources  :  Plans  and  plan  fulfilment  reports;  quarterly  and  monthly  statis¬ 
tical  bulletins. 

Note.  —  For  general  notes,  see  Table  13 
o  Published  in  the  official  statistical  bulletin;  the  plan  fulfilmeiit  report  for 
19S8  indicated  an  increase  of  16  per  cent. 
i>  First  three  quarters. 

e  State  industry.  The  1959  Plan  excludes  local  industry. 

Socialist  industry. 
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Table  13 

Industrial  employment  and  productivity  in  eastern 
European  countries  and  the  Soviet  Union 


Percentage  increase  over  same  period  of  previous  year 


Country 

Employment  | 

Gross  output  per  man 

1958 

Year 

1958  1959 
First  half 

1959 

Plan 

1958 

Year 

1958  1959 
First  half 

1959 

Plan 

Bulgaria  .... 

7 

9 

15 

18 

6 

7  7 

8 

Czechoslovakia  . 

3.6 

2.8 

2.3 

2.2 

7.4 

8.0  8.5 

7.1 

Eastern  Germany 

2.1 

2 

2.9 

1.2  1 

8.7 

10  10 

9.6 

Hungary  .... 

3.7 

5 

6 

5.1“ 

8 

14  3 

5.0“ 

Poland . 

1.2 

4 

1.5 

2.1 

8.2 

7  7.7 

5.4 

Rumania  .... 

3.6 

2.8 

4.6* 

3.4 

5.7 

7.0  5.4*  6.4 

Soviet  Union  .  . 

3 

4.5 

4 

6 

6  8 

•• 

Sources :  Vlims  and  plan  fulfilment  reports;  statistical  yearbooks;  quar¬ 
terly  and  monthly  statistical  bulletins. 

Note.  —  Data  cover  state  industry  in  Bulgaria,  Hungary  and  the  Soviet 
Union,  state  and  co-operative  industry  in  Rumania,  centrally  managed  industry 
in  eastern  Germany,  and  all  industry  in  Czechoslovakia  and  Poland. 

Certain  chsmges  in  the  coverage,  or  basic  units  of  calculation,  of  gross 
output  are  known  to  have  taken  place  between  the  first  halves  of  1958  and 
1959  in  Bulgaria  and  the  Soviet  Union — generally  tending  to  inflate  the  index 
numbers  of  gross  industrial  output  and  of  gross  output  per  man  in  industry. 
In  Bulgaria,  an  increase  in  the  degree  of  duplication  of  gross  output  is  a 
consequence  of  industrial  decentralization.  In  the  Soviet  Union,  the  percen¬ 
tage  increase  shown  for  the  first  half  of  1959  may  be  somewhat  inflated  as  a 
result  of  increased  double  counting  of  pre-fabricated  components  in  the 
output  of  the  building  materials  industry  (which  earlier  appeared  in  con¬ 
struction  output)  and  the  elevation  of  numerous  engineering  workshops  into 
separate  reporting  units.  The  percentage  increase  of  employment  is  not 
influenced  by  these  changes. 

u  Revised  plan  for  state  industry,  excluding  local  industry. 

^  Projected  results  for  the  whole  year. 

intense  pressure  to  raise  output  has  resulted  in  indus¬ 
trial  employment  plans  being  exceeded  in  the  two 
countries  of  generally  abundant  labour  supply  —  Bul¬ 
garia  and  Rumania  —  and  the  revised  plan  in  Hungary 
foresees  a  rise  in  employment  substantially  above  the 
level  originally  envisaged  (see  Table  13).  Labour 
shortages  in  particular  sectors  are  reported  in  most 
countries  —  in  coal  mining  in  Czechoslovakia  and 
eastern  Germany  and,  fairly  generally,  in  construction 
and  some  branches  of  the  chemicals  and  metal-using 
industries.  In  eastern  Germany  the  present  less  un¬ 
favourable  balance  between  inward  and  outward 
migration  than  in  past  years  has  hardly  significantly 
relieved  the  general  labour  scarcity. 

In  the  Soviet  Union,  the  share  of  industry  in  the 
total  increase  in  employment  (outside  collective  farms 
and  the  machine  and  tractor  stations)  has  been  slightly 
smaller  this  year  than  last : 

Employment  on  1  July 
1958  1959 

Change  from  one  year  earlier 
(in  thousands) 


Industry . 

Other  productive  sectors  (exclu- 

750 

800 

ding  collective  agriculture) 

750 

1  000 

Trade,  services,  administration  . 

500 

800 

Total  intake  of  above  branches  . 

2  000 

2600 

Outflow  from  MTS . 

-1  000 

-800 

Net  intake  of  “  workers  and  em- 

ployees  in  national  economy  ” 

1  000 

1  800 

Sources :  Half-yearly  plan  fulfilment  reports. 


The  speeding-up  of  Soviet  industrial  growth  this  year 
has  been  achieved  with  a  proportionate  increment 
of  employment  no  greater  than  in  the  same  months 
of  1958,  and  after  several  years  during  which  rates 
of  growth  of  fixed  investment  have  been  falling  or 
unchanged  and  the  share  of  industry  in  total  invest¬ 
ment  has  been  reduced  in  favour  of  other  sectors 
(agriculture  and  housing  in  particular).  More  efficient 
use  of  labour  and  capacity  (including  better  organiza¬ 
tion  of  material  and  fuel  supplies)  thus  seems  to 
have  become  an  important  element  sustaining  indus¬ 
trial  expansion,  as  it  has  been  also  in  other  countries, 
such  as  Czechoslovakia.  In  Poland  and  eastern  Ger¬ 
many  similar  factors  have  been  important,  but  it 
seems  that  extensions  of  industrial  capacity  in  the 
recent  past  may  have  played  a  rather  more  important 
role  than  in  the  former  countries. 

In  all  the  countries  of  the  area,  increasing  official 
emphasis  has  been  given  this  year  to  the  need  to  raise 
labour  productivity  through  greater  individual  effort 
and  more  efficient  management  and  organization.  An 
“Appeal  to  all  working  people  of  the  Soviet  Union”, 
published  on  1  July  1959,  called  for  “a  wider  sweep 
of  socialist  emulation  throughout  the  nation  to  fulfil 
the  Seven-year  Plan  ahead  of  time”,  and  brought 
back  into  use  the  word  “  shock  worker  ”  (udarnik) 
which  seems  to  have  dropped  out  of  the  official  voca¬ 
bulary  about  1936.^2  Similar  criticisms  can  be  made 
of  the  concentration  of  materials  and  other  inputs 
on  udarnik  teams  as  of  shturmovshchinai" storming”), 
so  roundly  condemned  in  recent  years  for  upsetting 
regular  supply  flows.  However,  the  launching  of  the 
over-fulfilment  campaign  ^^d  been  preceded  by 
indications  of  a  forthcoming  reform  of  the  supply 
system  which  would  replace  the  present  annual  supply 
plans  on  a  national  scale  by  “tables  of  notional  sup¬ 
plier-purchaser  flows  ”  within  “  transport-economic 
regions  Annual  negotiations  to  match  inputs 
with  output  possibilities  would  thus  be  developed  from 
an  all-Union  to  a  Union-Republican  level,  and  supply 
schemes  should  then  be  more  elastically  adapted  to 
over-  and  under-fulfilment  of  plans. 

Intensified  productivity  campaigns  in  eastern  Euro¬ 
pean  countries  include  an  announcement  of  a  “  labour 
competition  ”  drive  in  connexion  with  the  Seventh 
Party  Congress  of  the  Hungarian  Workers’  Party 
(scheduled  for  November  1959)  centring  around 
“  brigade-competition  ”,  to  fulfil  the  1958-1960  Plan 
by  the  end  of  this  year  in  a  quantitative  detail 


**  When  the  Stakhanovite  movement  was  launched.  The  last 
reference  to  udarnichestvo  in  the  Bolshaya  sovetskaya  entsiklo- 
pedia,  2nd  ed.,  Vol.  43,  p.  646,  is  for  1935. 

Ratified  by  the  Central  Committee  of  the  Communist 
Party  at  its  June  Plenum  (see  Pravda,  30  June  and  1  July  1959), 
but  initiated  by  a  series  of  regional  pledges  from  late  May 
onwards. 

**  See  Yu.  Koldomasov,  Planovoe  Khozyaistvo,  No.  4,  1959, 
pp.  54-65. 
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approved  by  the  planning  authorities  so  as  to  avoid 
dislocation  of  the  supply  pattern.^®  In  Bulgaria,  the 
campaign  continues  for  the  achievement  of  the  1962 
industrial  targets  by  1961. 

These  new  campaigns  for  greater  productivity  and, 
in  some  countries,  for  over-fulfilment  of  plans  have 
been  accompanied  by  a  continuing  emphasis  —  which 
has  been  growing  in  recent  years  —  on  the  need  not 
only  for  higher  physical  output,  but  also  for  more 
attention  to  the  quality  and  assortment  of  production 
and,  especially,  to  costs  and  the  efficient  use  of  capi¬ 
tal.^®  The  attention  now  directed  in  the  Soviet  Union 
towards  the  economics  of  capital  replacement  (see 
section  5,  below)  is  one  indication  that,  even  in  this 
country,  the  intensified  drive  for  industrial  expansion 
is  not  for  growth  “  at  all  costs 

The  Pattern  of  Industrial  Output 

The  pattern  of  industrial  expansion  so  far  this 
year  appears  to  conform,  in  broad  outline,  with  the 
change  of  emphasis  in  the  1959  plans  reported  in  an 
earlier  issue  of  this  Bulletin.^'^  The  planned  intensifi¬ 
cation  of  investment  activity  in  all  the  countries 
of  eastern  Europe,  and  the  continuation  of  the 
past  high  rates  of  increase  in  the  Soviet  Union, 
are  everywhere  reflected  in  higher  than  average  rates 
of  growth  of  output  in  the  producer-goods  industries. 
Whereas  in  1958  production  of  manufactured  con¬ 
sumers’  goods  (other  than  food)  seems  everywhere  to 
have  risen  about  as  fast  as  over-all  industrial  output, 
the  traditional  gaps  between  rates  of  growth  of  output 
in  the  producer-goods  and  consumer-goods  branches, 
or  in  heavy  and  light  industry,  have  reopened  this 
year  (see  Table  14).  As  already  noted,  slack  demand 
for  the  poorer-quality  products  accounts  in  part  for 
the  slowing-down  of  both  actual  and  planned  rates 
of  textiles  production.  In  the  food  industries,  varia¬ 
tions  in  rates  of  expansion  from  those  registered  in 
the  first  half  of  1958  mainly  reflect  differences  in 
current  farm  deliveries  of  animal  products  (reviewed 
in  section  6  below)  and  in  the  preceding  harvests. 

The  chemical  industries  are  a  priority  sector,  in 
terms  both  of  production  and  of  investment  alloca¬ 
tions,  in  the  1959-1965  plans  of  all  countries  of  the 
area.'®  However,  the  speeding-up  of  investment  and 
output  to  the  high  levels  foreseen  in  these  programmes 
appears  to  be  encountering  some  initial  difficulties 
from  delays  in  supplies,  in  the  preparation  of  invest- 

**  See  Kozgazdasdgi  Szemle,  Nos.  8-9, 1959,  p.  796.  The  drive 
for  advance  fulfilment  of  the  plan  accords  with  the  March  1959 
resolution  of  the  Central  Committee  of  the  Party  (see  the 
Economic  Bulletin  for  Europe,  Vol.  11,  No.  1,  p.  7). 

**  For  a  description  of  the  impact  of  such  concern  on  the 
calculation  of  the  “  efficiency  ”  of  foreign  trade  in  these  coun¬ 
tries  see  the  Bulletin,  Vol.  11,  No.  1,  pp.  70-72. 

”  Vol.  11,  No.  1,  pp.  1-7. 

**  See  the  Bulletin,  Vol.  11,  No.  1,  pp.  1-7  and  63-65. 


Table  14 

Changes  in  some  main  branches 
of  gross  industrial  output  in  eastern  European  countries 
and  the  Soviet  Union 


Percentage  increase  over  same  period  of  previous  year 


1958 

Year 

1958  1959 

First  half 

1959 

Plan 

Bulgaria 

Gross  industrial  output  .  . 

13 

18 

23 

28 

of  which : 

Textiles . 

9 

12 

21 

22 

Leather  and  footwear  .  . 

19 

27 

22 

16 

Food . 

22 

7 

14 

29 

Czechoslovakia 

Gross  industrial  output  .  . 

11 

11 

11 

10 

of  which : 

Producers’  goods  .... 

12 

11 

14 

Consumers’  goods  .  .  . 

11 

12 

8 

of  which  :  Food  .  . 

6 

2 

4 

5 

Eastern  Germany 

Gross  industrial  output  .  . 

11 

12 

13 

11 

of  which : 

Textiles,  clothing,  leather  “ 

11 

9 

11 

••  * 

Food  “ . 

12 

25 

2 

8 

1 

Hungary 

Gross  industrial  output  .  . 

12 

19 

8 

11  e 

of  which : 

Heavy  industries  .... 

18 

25 

13 

Light  industries . 

11 

21 

1 

Food  industries . 

3 

6 

4 

5 

Poland 

Gross  industrial  output  .  . 

10 

11 

9 

8 

of  which : 

Light  industries . 

10 

11 

6 

7 

Food  industries . 

6 

12 

6 

6 

Rumania 

Gross  industrial  output  .  . 

10 

10 

10*« 

'  10 

of  which : 

Producers’  goods  .... 

10 

13*r 

<  12 

Consumers’  goods  .  .  . 

9 

18  ' 

5*r 

'  8 

Soviet  Union 

Gross  industrial  output  .  . 

10 

11 

12 

9 

of  which : 

Producers’  goods  .... 

11 

12 

Consumers’  manufactured 

goods /  . 

9 

7 

7 

Food . 

5 

5 

13 

Sources :  Plans  and  plan  fulfUmcnt  reports;  statis.  cal  yearbooks;  quarterly 
and  monthly  statistical  bulletins. 

Note.  —  For  general  notes,  see  Table  13. 
o  Centrally  managed  industry  except  for  19S9  Plan,  which  refers  to  total 
industry. 

b  Textiles,  10;  ready-made  clothing,  13;  leather,  shoes  and  tobacco,  10. 
e  Revised  plan.  State  industry,  excluding  local  industry. 

Projected  results  for  the  whole  year. 

*  Food  'ndustry  only. 

Excluding  consumers'  durable  goods. 
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ment  projects  or  in  the  proving  of  new  technological 
processes.  Total  chemicals  output  seems  nevertheless 
to  have  risen  this  year  throughout  eastern  Europe  at 
least  in  line  with  the  annual  plans  (except  in  Bulgaria), 
and  even  in  some  cases  at  rates  above  the  average  of 
the  long-term  plans. 


Gross  output  of  chemicals  industries 
Annual  percentage  rates  of  increase 


Plan 

1358-1965 

Plan 

1959 

Actual 
first  half 
1959 

Bulgaria  .... 

28 

42 

32 

Czechoslovakia  . 

12>/2 

10 

12 

Eastern  Germany 

11 

10 

10“ 

Hungary  .... 

10</2 

13 

13 

Poland . 

15 

15 

19 

Rumania  .... 

22 

271/2 

21b 

Soviet  Union  .  . 

16 

11 

Sources :  Plans  and 

plan  fulfilment 

reports ; 

quarterly 

and  monthly  statistical  bulletins. 

“  Centrally  managed  industry  only.  The  rise  in  the  value 
of  output  of  the  whole  chemicals  industry  is  reported  as 
17  per  cent,  but  price  changes  probably  enter  into  this 
increase. 

I>  Anticipated  result  for  the  whole  year. 

In  the  Soviet  Union,  even  the  tremendous  increase  in 
investment  in  the  chemicals  industry  in  the  first  half 
of  1959,  noted  in  section  5  below,  nevertheless  repre¬ 
sents  a  shortfall  —  for  'he  second  year  in  succession  — 
on  the  rate  planned  ;  and  output  of  chemicals  has 
grown  less  rapidly  in  the  Soviet  Union  than  in  the 
main  eastern  European  producing  countries.  The  only 
detailed  figures  of  Soviet  output  available  show  in¬ 
creases  during  January- August  of  3  per  cent  over  the 
corresponding  1958  level  for  chemical  fertilizers,  6  per 
cent  for  sulphuric  acid  and  8  per  cent  for  artificial 
fibres.  Corresponding  increases  in  the  eastern  Euro¬ 
pean  countries  range  from  5  to  14  per  cent  for  sul¬ 
phuric  acid  and  20  per  cent  upwards  for  fertilizers 
(except  in  eastern  Germany,  where  the  increases  were 
2  per  cent  for  nitrogen  fertilizers  and  15  per  cent  for 
phosphorus  fertilizers).  Throughout  eastern  Europe 
output  of  these  basic  products  was  at  or  above  the 
planned  levels. 

In  the  engineering  field,  the  production  of  chemical 
equipment  in  the  Soviet  Union  in  the  first  six  months 
of  1959  was  only  28  per  cent  of  that  planned  for  the 
whole  year,  and  some  of  it  was  said  to  be  below  the 
required  technical  standards.  This  shortfall  is  adding 
to  the  import  bill,  though  orders  placed  for  chemical 
equipment  with  firms  in  the  United  Kingdom,  France 
and  Italy  are  as  yet  insufficient  to  prevent  delays  to  the 
investment  programme.^®  Shortage  of  chemical  equip- 


“  Bulgaria  —  a  small  producer  —  claims  a  54  per  cent  rise 
in  output. 

Imports  of  chemical  equipment  reached  $50  million  in  1958, 
and  orders  already  placed  this  year  with  United  Kingdom 
exporters  alone  have  surpassed  this  amount.  Total  orders  for 
the  countries  mentioned  are  planned  to  reach  8‘t00-500  million 
during  the  period  of  the  1959-1965  Plan. 


ment,  due  to  a  slower- than-planned  growth  of  pro¬ 
duction  and  large  export  orders  (largely  from  the 
Soviet  Union)  is  also  reported  in  Czechoslovakia ; 
and,  in  Poland,  more  general  complaints  are  voiced 
of  uneven  plan  fulfilment  within  the  engineering 
industry. 

However,  as  can  be  seen  from  the  figures  below, 
the  engineering  industries  show  further  rapid  increases 
in  total  output  this  year,  at  rates  (except  in  Rumania) 
well  above  those  either  of  the  recent  past  or  of  the 
1959  or  long-term  plans.  . 


Gross  output  of  engineering  industries 
Annual  percentage  rates  of  increase 


Plan 

1958-1965 

Plan 

1959 

Actual 
first  half 
1959 

Bulgaria  .... 

24 

45 

44 

Czechoslovakia 

13 

15 

18* 

Eastern  Germany 

12 

15 

21 

Hungary  .... 

9 

12 

16 

Poland . 

12 

12 

15 

Rumania  .... 

14 

9* 

Soviet  Union  .  . 

9'/2 

15 

Sources  :  Plans  and  plan  fulfilment  reports;  quarterly 
and  monthly  statistical  bulletins. 


Supplies  of  Energy  and  Materials 

Supplies  of  energy  and  raw  materials  to  support 
this  year’s  rapid  industrial  expansion  seem  generally 
to  have  continued  to  flow  fairly  smoothly,  assisted 
both  by  rising  output  and  —  in  the  eastern  European 
countries  —  by  higher  net  imports,  or  lower  net 
exports,  of  many  such  products  (see  Table  15). 

Electric  power  production  in  the  first  six  months 
of  this  year  seems  generally  to  have  been  satisfactory, 
with  increases  of  25  per  cent  over  the  first-half  1958 
level  reported  in  Bulgaria  and  from  9  per  cent  to 
12  per  cent  registered  elsewhere,  except  in  eastern 
Germany.  Everywhere,  except  in  the  latter  country, 
the  ratio  of  the  rate  of  growth  of  electric  pow'er 
generated  to  that  of  industrial  output  has  thus  reached 
unity  (1.33  in  Poland);  but  in  eastern  Germany  a 
7  per  cent  rise  in  electric  power  supplies  (as  compared 
with  9  per  cent  planned)  had  to  support  a  12  per  cent 
rise  in  industrial  production.  The  installation  of  new 
generating  capacity  in  eastern  Germany  has  also  been 
proceeding  very  slowly  ;  and,  of  the  622.5  MW  addi¬ 
tion  to  capacity  planned  for  the  whole  of  1959,  only 
152  MW  was  installed  in  the  first  half-year.  Despite 
a  rise  in  the  degree  of  utilization  of  capacity,  the 
consumption  of  electric  power  per  productive  worker 
has  therefore  levelled  off  since  1956,  and  in  some 
industries,  including  the  metal-using  sectors,  has 

**  Production  of  chemical  equipment  in  Czechoslovakia  is 
planned  to  be  six  times  greater  in  1965  than  in  1958,  and  about 
one-third  of  output  during  this  period  will  be  exported  to  the 
Soviet  Union. 


Table  15.  —  Supplies  of  some  fuels  and  raw  materials  in  five  eastern  European  countries 

Thousands  of  tons  and,  for  electric  power,  millions  of  k  Wh 


Production  Production  Production  Imports  (  +  )  or  Production 

exportst— )surplus  exports(— )  surplus 


First  half  1958 


First  half  1959 


Bulgaria 

Hard  and  brown  coal . 

Oil  and  oil  products . 

Electric  power . 

Pig  iron . 

Crude  steel . 

Rolled  ferrous  metals . 

Non-ferrous  metals  “ . 

Rubber . 

Cotton . 

Czechoslovakia 

Hard  coal . 

Brown  coal . 

Oil  and  oil  products . 

Electric  power . 

Coke . 

Iron  ore . 

Pig  iron . 

Crude  steel  . 

Rolled  ferrous  metals  * . 

Cotton . 

Wool . 

Synthetic  fibres  c . 

Eastern  Germany 

Hard  coal . 

Brown  coal . 

Oil  and  oil  products . 

Electric  power . 

Iron  ore . 

Pig  iron . 

Crude  steel . 

Rolled  ferrous  metals . 

Rubber . 

Cotton . 

Wool . 

Synthetic  fibres  r . 

Hungary 

Hard  coal . 

Brown  coal . 

Oil  and  oil  products . 

Electric  power . 

Coke-oven  coke . 

Iron  ore . 

Pig  iron . 

Crude  steel . 

Rolled  ferrous  metals . 

Non-ferrous  metals . 

Rubber . 

Cotton . 

Wool . 

Synthetic  fibres . 

Poland 

Hard  coal . 

Brown  coal . 

Oil  and  oil  products . 

Electric  power . 

Coke . 

Iron  ore . 

Pig  iron . 

Crude  steel . 

Rolled  ferrous  metals  . 

Non-ferrous  metals  » . 

Rubber . 

Cotton . 

Wool . 

Synthetic  fibres  * . 


Sources:  Plans  and  plan  fulfilment  reports;  statistical  yearbooks,  quarterly  and  monthly  statistical  bulletins, 
o  Lead  and  zinc.  Tubes  are  excluded.  c  Staple  fibre,  excluding  waste.  Synthetic  rubber. 

S  Zinc  only.  ^  Steelon  only. 


/  Crude  petroleum  only. 
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actually  fallen.**  Unless  the  situation  can  soon  be 
improved,  there  appears  to  be  a  danger  either  that 
the  ambitious  expansion  plans  for  some  of  the  very 
energy-intensive  branches  (such  as  chemicals,  which 
have  absorbed  about  45  per  cent  of  all  power  con¬ 
sumed  in  recent  years)  may  be  delayed,  or  that  energy 
shortage  will  hamper  mechanization  and  the  raising 
of  labour  productivity  in  other  industries. 

Coal  production  in  the  first  half  of  1959  was  from 
2  to  5  per  cent  higher  than  in  the  corresponding  period 
of  last  year  in  eastern  Germany,  Hungary  and  Poland, 
and  rose  by  as  much  as  one-fifth  in  Albania  and 
Bulgaria.  In  Czechoslovakia,  coal  output  failed  to 
rise ;  but,  partly  as  a  result  of  higher  imports  of  oil, 
imports  of  coal  were  nevertheless  reduced.  Through¬ 
out  eastern  Europe,  greater  availability  of  coal  from 
Poland  (which  increased  exports  by  5  per  cent)  and 
the  Soviet  Union,  and  of  oil  from  the  latter  country, 
eased  problems  of  energy  supply.  The  expected 
long-term  shift  from  coal  towards  oil  seems,  however, 
to  have  begun  only  in  Czechoslovakia. 

Although  shortages  of  some  important  types  of 
rolled  steel  were  to  a  large  extent  alleviated  during 
1958,  some  old  strains  are  still  experienced  in  a 


**  Consumption  of  electric  power  in  eastern  Germany: 


1955 

1956 

1957 

1958 

kWh  per  productive  worker 

Total  industry . 

11  580 

12  471 

12  261 

12  827 

of  which : 

Basic  industries  .  .  . 

35  304 

38  088 

37  814 

40  023 

Metal-using  industries 

3  016 

3  245 

2  688 

2  778 

kWh  per  DM  1,000  of  gross  output 

Total  industry . 

475 

481 

452 

436 

of  which : 

Basic  industries  .  .  . 

1  247 

1  242 

1  190 

1  182 

Metal-usirg  industries 

144 

143 

114 

104 

Sources :  Statistisches  Jahrbuch  der  Deutschen  Demokrailschen  Republik, 
me,  pp.  306-307;  J957,  p.  317;  1958,  p.  367. 


number  of  countries  since,  inter  alia,  the  two  main 
consuming  branches  —  engineering  and  industrial 
construction  —  continue  to  increase  the  share  of  thin 
sheets  and  light  sections  in  their  total  metal  input. 
Moreover,  shortages  of  steel  tubes  are  reported,  arising 
largely  from  the  immense  programmes  of  invest¬ 
ment  in  oil  and  gas  pipelines  now  starting  in  the 
Soviet  Union,  Rumania  and  other  countries  of  the 
area.23  In  the  Soviet  Union,  shortages  of  special  tubes 
(mainly  thin-walled  tubes  of  alloy  steel),  together  with 
lack  of  sufficient  non-oxydizable  steel  sheets,  are  stated 
to  be  the  main  factors  delaying  deliveries  of  home- 
produced  chemical  equipment,-^  which  need  to  be 
speeded  up  considerably  if  the  ambitious  future  pro¬ 
duction  plans  for  the  chemicals  industry  are  to  be 
fulfilled.  Measures  proposed  to  solve  “  the  tube 
problem”  in  the  Soviet  Union  include  the  planning 
of  production  in  metres  (rather  than  in  tons)  in  order 
to  reduce  the  metal  content  of  tubes  and,  in  turn,  the 
shortages  of  thin  sheet,  strip,  etc.^^ 

The  rapid  growth  of  investment,  and  especially 
construction,  in  Poland  has  been  accompanied  by 
serious  dislocations  in  supplies  of  building  materials. 
These  have  been  attributed  in  part  to  the  relatively 
slow  growth  of  output  of  some  products  —  such  as 
cement  —  and  to  the  loosening  of  central  controls  over 
investment  and  supplies  to  the  building  industries."® 
Shortages  of  building  materials  are  also  reported  in 
eastern  Germany. 


”  See  the  Bulletin,  Vol.  10,  No.  3,  pp.  37-41. 

**  See  a  report  by  V.  Novikov,  President  of  the  RSFSR 
Gosplan,  at  the  June  meeting  of  the  Communist  Party  Central 
Committee  {Pravda,  28  June  1959). 

Pravda,  18  September  and  9  October  1959. 

*•  See  Gospodarka  Planowa,  1959,  No.  9,  pp.  6  and  7. 


5.  Investment  in  Eastern  Europe  and  the  Soviet  Union 


The  new  investment  drive,  which  was  the  striking 
feature  of  the  1959  plans  throughout  eastern  Europe, 
has  everywhere  resulted  in  rates  of  growth  of  gross 
outlays  on  fixed  investments'^  in  the  first  half  of  the 
year  well  above  those  achieved  in  the  same  months 
of  1958  and  in  the  Soviet  Union  last  year’s  in¬ 
crease,  of  about  10  per  cent,  has  been  repeated  (see 
Table  16).  Good  weather  has  contributed  to  the 
improved  rate  of  plan  fulfilment  registered  every¬ 
where  except  in  Bulgaria ;  but  major  factors  have 
been  the  purposive  concentration  of  effort  and  supplies 
in  the  engineering  and  construction  industries  —  which 
had  already  begun  to  some  extent  last  year  —  and 

For  the  definition  and  coverage  of  “  investment  outlays  ” 
(normally  referred  to  in  ECE  publications  as  “  gross  fixed 
investment  ”)  see  p.  62,  below. 

“  Provisional  estimates  for  Hungary  su^st  a  less  rapid  rise 
than  in  1958  when  allowance  is  made  for  price  changes. 


higher  imports  of  machinery  and  equipment  in  a 
number  of  countries. 

The  sector  distributions  of  investment  reflect  the 
new  plan  priorities.  In  Poland  investment  outlays 
in  the  socialist  sector  were  more  than  one-third 
greater  than  in  the  first  half  of  1958,  including  in¬ 
creases  of  44  per  cent  in  industrial  investment,  15  per 
cent  in  investment  by  local  authorities  (including 
housing)  and  10  per  cent  in  socialist  agriculture.  In 
most  countries  of  eastern  Europe  the  balance  seems 
to  have  shifted,  as  compared  with  last  year,  somewhat 
in  favour  of  industry  ;  but  production  statistics  never¬ 
theless  suggest  2  continuing  growth  of  investment  in 
farm  machinery,  and  housebuilding  has  also  continued 
everywhere  at  a  high  rate. 

In  the  Soviet  Union,  engineering  and  chemicals 
appear  clearly  as  the  priority  branches  within  industry 
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Table  16 

Investment  in  eastern  European  countries  and  the  Soviet  Union 

Values  in  billions  of  national  currencies,  and  percentages 


Percentage  annual 
rate  of  growth 

Value 

Percentage 
fulfilment 
of  annual  plan 

1958 

1959  1 

1959 

Plan 

1959 

Plan 

1958 

1959 

First  half-year  | 

First  half-year 

Albania 

Building  and  construction . 

32 

28 

5.88 

98  * 

Bulgaria  “ 

Centrally  planned  and  co-operative  investment 

(gross) . 

10 

36 

6.60 

84* 

71  * 

Czechoslovakia 

Total  fixed  investment  (gross) . 

9 

19 

13 

36.0 

42 

45 

of  which  :  State  investment  (gross)  .... 

15 

16 

13 

30.79 

44 

44 

State  housing . 

d 

13 

3 

3.62 

40 

47 

Building  and  construction . 

5 

17 

15 

20.85 

46 

47 

Eastern  Germany 

Total  fixed  investment  (gross) . 

14 

25 

21 

14.7 

42 

39 

Building  and  construction . 

1 

26 

17 

6.8 

43 

43 

Hungary 

Total  fixed  investment  (gross) . 

10 

6* 

17 

14.7 

37 

34 

Building  and  construction  e  . 

— 

24* 

Poland  “ 

Total  fixed  state  investment  (gross) . 

1 

35 

8 

63.5 

39 

46 

of  which  :  Centrally  planned  (gross)  .... 

-7 

14 

5 

45.2 

39 

42 

Building  and  construction . 

3>/2 

25 

13 

45.3 

451/2 

51 

Soviet  Union/ 

State  investment  (gross) . 

11 

10 

11 

93  * 

of  which  :  Ferrous  metallurgy . 

28 

21 

Oil  and  gas . 

22 

18 

Engineering  . 

10 

35 

Chemicals  . 

27 

70 

Building  materials . 

30 

12 

Timber,  paper,  woodworking  .  . 

11 

Light  and  food  industry . 

23 

23 

Railways . 

21 

11 

Housing  (state) . 

18 

13 

Building  and  construction . 

13 

15 

Sources:  Plans  and  plan  fulfilment  reports;  statistical  yearbooks;  and 
statistical  bulletins. 

Note.  —  The  data  on  investment  generally  refer  to  “  investment  outlays  ” 
(see  p.  62  below). 
o  At  current  prices. 

^  Percentage  fulfilment  of  half-year  plan. 


(see  Table  16) ;  but,  as  has  already  been  mentioned, 
investment  in  the  chemicals  sector  is  nevertheless 
lagging  behind  the  levels  planned  for  this  year,  after 
having  been  12  per  cent  below  the  planned  rate  in 
1958. 


e  At  1959  prices,  except  for  building  and  construction,  which  is  given  at 
current  prices. 

^  Price  changes  during  the  preceding  two  years  make  comparisons  mean¬ 
ingless. 

e  In  state  sector  only. 

/  At  1955  prices. 


Building  and  Construction 

The  favourable  weather  throughout  the  area  has, 
of  course,  been  an  important  element  in  the  very  rapid 
growth  of  building  output  reported  in  virtually  every 


0. 
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Table  17 

Output,  employment  and  supply  of  materials  in  the 
building  and  construction  industries  in  eastern  Europe 
and  the  Soviet  Union 


Percentage  increase  over  same  period  of  previous  year 


1958 
Year  1 

1958  1959 

First  half 

1959 

Plan 

Bulgaria 

Output  of  building  and  con¬ 
struction 

Total . 

24  “ 

Per  worker . 

7 

6 

8 

Production  of  materials 

Cement . 

6 

4 

54 

48 

Bricks . 

18 

Czechoslovakia 

Output  of  building  and  con¬ 
struction 

Total . 

9 

5 

! 

17 

15 

Per  worker . 

8 

7 

13  ! 

10 

Employment . 

0 

-1 

3  j 

5 

Production  of  materials 

Cement . 

12 

4 

20 

12 

Bricks . 

9 

8 

20 

9 

Prefabricated  components  . 

30 

36 

24 

28 

Eastern  Germany 

Output  of  building  and  con¬ 
struction 

Total . 

5 

1 

26 

17 

Per  worker . 

6 

3 

17 

14  * 

Employment . 

-1 

-2 

8 

3  b 

Production  of  materials 

Cement . 

3 

3 

8 

27 

Bricks . 

2 

-1 

9 

14 

Prefabricated  components  . 

16 

16 

38 

Hungary 

Output  of  building  and  con¬ 
struction 

Total . 

11 

- c 

24  c 

16 

Per  worker . 

8 

8c 

Employment . 

3 

_6c 

15c 

Production  of  materials 

Cement . 

32 

37 

11 

Bricks . 

2 

-5 

30  V? 

Ferro-concrete  roof-beams . 

9 

34 

19 

Poland 

Output  of  building  and  con¬ 
struction 

Total . 

8 

1 

3'/2 

25 

13 

Per  worker . 

8 

7 

17 

11 

Employment . 

0 

-3 

7 

2 

Production  of  materials 

Cement . 

12 

14 

7 

2 

Bricks . 

-'/2 

-'/2 

23 

18 

Soviet  Union 

Output  of  building  and  con¬ 
struction 

Total . 

14 

13 

15 

Per  worker . 

9 

10 

9 

Employment . 

5 

3 

5V2 

Production  of  materials 

Cement . 

15 

16 

17 

Bricks . 

15 

17 

17 

Prefabricated  ferro¬ 
concrete  components  .  . 

31 

1 

1 

1  "^2 

1 

35 

Sources  :  Plans  and  plan  fulfilment  reports ;  statistical  yearbooks;  quarterly 
and  monthly  statistical  bulletins. 


country.  Employment  in  building  and  construction 
during  January-June  1959  was  5  to  10  per  cent  higher 
than  in  the  first  half  of  last  year  in  all  countries  for 
which  data  are  available,  with  the  exception  of  Czecho¬ 
slovakia  where  there  was  an  increase  of  3  per  cent  (see 
Table  17).  As  already  mentioned,  shortages  of  cement 
in  relation  to  the  greatly  expanded  construction  pro¬ 
grammes  have  been  reported  in  eastern  Germany  and 
Poland,  but  otherwise  supplies  of  building  materials 
seem  to  have  been  adequate. 

As  in  most  western  European  countries,  the  output 
of  building  and  construction  is  generally  measured  in 
terms  of  labour  and  materials  used,  rather  than  of 
projects  completed  ;  and  in  some  countries  and  some 
branches  the  share  of  uncompleted  projects  in  total 
output  has  —  not  surprisingly —  risen  this  year.  In 
eastern  Germany,  despite  the  growth  of  building  out¬ 
put  at  more  than  the  planned  rates,  only  18,400  new 
dwellings  were  completed  during  January-June  out  of 
a  planned  total  for  1959  of  70,000 ;  and  some  indus¬ 
trial  building  plans  (for  example,  the  plan  for  the 
coal  industry)  are  far  behind  schedule.-**  Slow  delivery 
of  building  machinery,  and  less-than-planned  produc¬ 
tion  of  bricks  and  cement,  seem  to  have  contributed  to 
these  delays,®**  and  the  changes  in  priorities  this  year 
(from  coal  to  chemicals,  for  example)  may  have  been 
complicating  factors. 

The  replacement  of  traditional  methods  of  housing 
construction  by  “  industrial  ”  methods  of  construction 
with  prefabricated  panels,  etc.,  is  proceeding,®^  but 
only  slowly  in  most  countries ;  and  eastern  German 
plans  in  this  branch  of  activity  have  been  consistently 
under-fulfilled  : 


Industrial  ”  construction  of  dwellings  in  eastern  Germany 

Numbers  _ percentage  _ 


Plan 

Actual 

of  Plan 

of  alt 

completions 

1957  .  . 

6  235 

2  000 

32 

1958  .  . 

.  .  11  702 

5  725 

49 

12 

First  half  1959  .  . 

.  .  7  300 

4  602 

63 

25 

In  the  Soviet  Union,  only  1  per  cent  of  state-built 
dwellings  were  constructed  of  large  prefabricated 
panels  in  1958,  and  the  plans  for  1959  foresee  a 
3  per  cent  share  for  this  type  of  construction  (1  million 
square  metres).®-  However,  plants  with  a  capacity 

Die  Wirtschaft,  12  August  1959,  p.  9. 

Bauplanung  und  Bautechnik,  March  1959,  p.  98. 

See  European  Housing  Trends  and  Policies  in  1958,  ECE, 
1959,  p.  21. 

E.  Rudkovsky,  Arkhitektura  SSSR,  No.  8,  1959,  p.  3. 


Note.  —  Construction  covers  building  tmd  assembly  work  in  state 
enterprises. 
a  First  quarter  only. 

b  Centrally  managed  building  enterprises  only, 
c  In  state  sectors. 
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for  1.3  million  square  metres  of  large  panels  should 
be  commissioned  this  year ;  and  by  1965  this  form  of 
construction  should  be  applied  to  56  per  cent  of 
state  housebuilding. 

Replacement  and  Retooling 

The  past  relative  neglect  of  capital  repairs  and 
replacement  in  all  countries  of  the  area  is  now  being 
corrected  to  some  extent,  accompanied  by,  inter  alia, 
the  revaluation  of  capital  stocks  and  upward  revi¬ 
sion  of  amortization  allowances.  Rising  demand  for 
replacement  and  retooling  is  thus  swelling  the  demands 
of  new  investment  programmes  on  the  engineering 
industries. 

In  Czechoslovakia  the  annual  rate  of  replacement 
of  industrial  equipment  during  the  last  eight  years 
has  been  equivalent  to  only  1.2  per  cent  of  the  total 
stock,^*  and  the  share  of  machinery  and  equipment 
in  industrial  investment  has  fallen  from  nearly  52  per 
cent  in  195'  to  40  per  cent  in  1958.  The  recent 
upward  revision  of  the  annual  rates  of  growth  of 
engineering  output  planned  for  the  1958-1965  period 
(from  11  to  13  per  cent)  appears  to  be  based  on  a 
recognition  of  the  need  for  more  rapid  replacement 
of  obsolete  equipment,  as  well  as  on  the  vast  pro¬ 
gramme  of  export  expansion  in  this  field. 

In  the  Soviet  Union,  also,  the  original  long-term 
plans  for  engineering  output  are  to  be  re-examined 
following  the  stress  laid,  during  the  June  1959  plenary 
session  of  the  Party  Central  Committee,  on  the  need 
for  more  investment  in  replacement  and  modernization 
of  industrial  equipment  so  as  to  reduce  production 
costs.^“  The  reappraisal  of  the  economics  of  obsoles¬ 
cence,  which  was  a  major  feature  of  this  meeting,  is 
one  aspect  of  the  general  trend  of  Soviet  policy 
towards  the  more  efficient  use  of  capital. 

In  general,  this  should  be  promoted  by  the  realistic 
evaluation  of  the  capital  stock  of  state  and  co-operative 

Completed  in  Czechoslovakia,  and  to  be  completed  by 
1  January  1960  in  Poland  and  in  the  Soviet  Union  so  far  as  the 
evaluation  by  state  and  co-operative  enterprises  is  concerned. 
Data  summarized  by  the  sovnarkhozy  have  to  be  forwarded  to 
the  Statistical  Administration  by  30  March  1960,  and  revision 
of  amortization  norms  will  follow  during  that  year.  In  Hungary, 
values  of  the  capital  stock  have  been  written  up  roughly  in  line 
with  changes  in  prices  of  investment  goods. 

Hospoddfske  Noviny,  17  April  1959. 

See  the  resolution  of  the  Committee,  Pravda,  30  June  1959; 
and  A.  Kostousov,  chairman  of  the  recently  created  State 
Committee  on  Automation  and  Engineering,  ibid.,  28  August 
1959.  One  example  of  the  present  pressing  needs  for  replace¬ 
ment  was  given  by  A.  Aristov,  a  Secretary  of  the  Central  Com¬ 
mittee  of  the  Communist  Party,  who  stated  that  400,000  machine 
tools  in  the  RSFSR  were  in  need  of  immediate  replacement  but 
that  in  1958  only  24,000  were  in  fact  modernized  or  replaced 
{ibid.,  28  June  1959). 


enterprises,  which  is  now  in  progress,  and  by  the 
use  as  an  indicator  of  enterprise  efficiency,  of  a  formal 
capital/output  ratio  —  the  “  important  synthetic  indi¬ 
cator  of  the  utilization  of  fixed  assets  which  is  the 
output  of  products  per  thousand  roubles  of  fixed 
assets  ”.3®  It  seems  that  this  indicator,  already  re¬ 
commended  to  enterprises  by  the  Minister  of  Finance, 
is  now  to  become  one  of  the  formal  criteria  governing 
the  entitlement  of  managerial  staff  to  premia.®'^ 

The  revaluation  of  the  capital  stock  and  the  more 
realistic  computation  of  amortization  allowances  in 
future  will  themselves  go  some  way  to  encourage  the 
more  rapid  replacement  of  fixed  capital.  However, 
responsible  speakers  at  the  June  meeting  of  the  Central 
Committee  stressed  the  need  for  more  economic 
criteria  for  scrapping  and  replacing  equipment  than 
in  the  past.  According  to  the  chairman  of  the  Moscow 
City  Sovnarkhoz,  for  example,®®  backward  techno¬ 
logical  processes  and  obsolete  equipment  in  use  in 
many  factories  at  present  reduce  the  quality  of  output 
and  result  in  high  labour  consumption  and  waste  of 
material.  Moreover,  the  scheduling  of  machinery  for 
replacement  has,  in  the  past,  been  on  the  formal  basis 
of  years  of  service  and  not  —  as  in  the  speaker’s  view 
it  should  be  —  on  the  basis  of  the  profitability  of  its 
continued  use. 

The  resolution  of  the  June  Plenum  now  requires 
the  State  Committee  on  Labour  and  Wages,  the  USSR 
Gosplan  and  Ministry  of  Finance,  the  trade  unions, 
the  State  Scientific-Technical  Committee  and  the  major 
regional  authorities  to  produce  joint  proposals,  by 
1  November  1959,  for  creating  adequate  economic 
stimuli  for  enterprises  and  material  incentives  for 
workers  to  modernize  production  methods.  It  also 
envisages  the  writing  into  the  national  economic  plan 
of  replacements  “  which  have  general  state  impor¬ 
tance”®®  the  assurance  of  finance  and  supplies  for 
approved  replacement  plans ;  and  Gosplan’s  elabora¬ 
tion,  by  1  December  1959,  of  a  scale  of  priorities  and 
schedules  for  integrated  automation  schemes  in  indus¬ 
try,  building  and  transport  and  of  formulae  for  de¬ 
termining  the  economic  efficiency  of  new  technology. 

It  has  been  suggested  that  the  resolution  also 
implies  an  upward  revision  of  the  existing  1959-1965 
plans  for  a  50  per  cent  rise  in  production  of  metal¬ 
cutting  machine  tools  and  a  60  per  cent  increase  in 
output  of  forging-pressing  equipment. 


Bukhaltersky  uchet.  No.  7,  1959,  p.  1, 

Loc.  cit.  ;  P.  Bunich,  Finansy  SSSR,  No.  5,  1959,  pp.  9-18; 
and  A.  Zverev,  Pravda,  24  January  1959. 

“  K.  Petukhov,  Trud,  25  June  1959. 

Pravda,  30  June  1959. 

“  By  the  President  of  the  RSFSR  Gosplan  (Pravda,  28  June 
1959). 
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6.  Agricultural  Output  and  Farm  Policies  in  Eastern  Europe  and  the  Soviet  Union 


Agricultural  Output  and  Procurements  in  the  Soviet 

Union 

The  total  grain  harvest  (including  maize)  of  the 
Soviet  Union,  from  a  slightly  reduced  area  under 
grain,^^  is  expected  to  be  below  last  year’s  record 
level  (now  reported  as  141  million  tons).  The  short¬ 
fall  comes  mainly  from  drought-stricken  parts  of  the 
traditional  grain-growing  regions  of  the  Ukraine,  the 
northern  Caucasus  and  the  Volga  region ;  but  deliv¬ 
eries  in  the  virgin  lands  of  Kazakhstan,  Siberia  and  the 
Urals  have  also  been  affected  by  bad  weather  in 
September  and  October.  State  procurement  of  grains 
in  the  Soviet  Union  had  just  exceeded  46  million  tons 
by  the  beginning  of  November,  compared  with  57 
million  tons  delivered  from  the  1958  harvest.  The 
share  of  state  procurements  in  total  output  may  be 
somewhat  below  last  year’s  40  per  cent,  and  total 
grain  output  may  be  within  the  range  of  123  ±  4 
million  tons. 

No  complete  harvest  or  procurement  reports  on 
potatoes  and  technical  crops  have  yet  been  released, 
but  their  sown  area  has  expanded  —  of  sugar  beet  by 
500,000  hectares  and  of  sunflower  seed  by  150,000 
hectares.^2  Thirty-eight  million  tons  of  beet  is  reported 
to  have  been  harvested  from  about  four-fifths  of  the 
total  beet  area,'*^  which  suggests  a  total  crop  of  some 
47-48  million  tons,  or  6-7  million  tons  below  last 
year’s  record.  The  Soviet  Union  has  already  signed 
contracts  for  500,000  tons  of  Cuban  raw  sugar  (after 
negligible  imports  in  the  twelve  months  up  to  mid- 
1959)  of  which  270,000  tons  are  for  delivery  this  year. 

The  increase  of  some  1.4  million  hectares  (to  some 
13  million)  in  the  area  under  maize  for  silage  and 
green  fodder  (excluding  maize  sowings  as  a  stubble 
crop)  will  have  to  be  accompanied  by  very  large 
increases  in  yields  if  the  plan  to  double  last  year’s 
production  of  silage  (148  million  tons,  of  which 
three-quarters  maize)  is  to  be  fulfilled 

State  procurements  of  animal  products  in  the  Soviet 
Union  have  been  considerably  higher  in  the  first  six 
months  of  this  year  than  in  the  first  half  of  1958  ; 
and  total  output  of  meat  and  milk  in  collective  and 
state  farms  has  also  risen  significantly.  However,  offi¬ 
cial  data  so  far  published  do  not  cover  total  output 
of  any  product  (including  output  in  the  still  rather 

124  million  hectares.  The  area  under  maize  increased  by 
2.7  million  hectares,  but  that  under  other  grains  fell  by  some 
4  million  hectares. 

**  Last  year’s  sown  areas  were  shown  in  the  Survey  for  1958, 
Chapter  I,  Table  10. 

Pravda,  23  October  1959. 

**  However,  yields  were  very  low  last  year  (180  quintals  per 
hectare)  as  compared  with  the  yields  expected  at  the  end  of  the 
Seven-year  Plan  (on  the  average  500  q/ha  and,  in  dry  areas, 
300  q/ha). 


important  private  sector) ;  nor  do  they  indicate  the 
extent  to  which  changes  in  ownership  have  contributed 
to  the  rise  in  production  in  state  and  collective  farms. 
As  the  following  figures  illustrate,  these  omissions 
considerably  reduce  the  value,  as  guides  to  the  growth 
of  total  output,  of  the  indicators  so  far  available : 


Meat 

(live 

weight) 

Milk 

Eggs 

Wool 

(greasy) 

Total  procurements 

1958  —  Percentage  of  total 

Soviet  output . 

First  half  1959  — 

46 

38 

19 

Millions  of  tons  .... 

2.6 

11.8 

4.3" 

240* 

Index  . 

146 

120 

131 

117 

Output  in  collective 

and  state  farms 

1958  —  Percentage  of  total 

Soviet  output . 

42 

46 

14 

78 

First  half  1959  —  Index  c  . 

138 

119 

Sources :  Zhivotnovodstvo  SSSR,  1959;  and  plan  fulfilment  reports. 
®  Billions.  ^  Thousand  tons.  c  First  half  1958  =  100. 


Nevertheless,  total  marketed  output  of  all  the  above 
products,  except  possibly  eggs,  has  clearly  risen  in  the 
first  half-year  above  the  corresponding  1958  level.  This 
increase  was  assisted  by  plentiful  fodder  supplies 
from  the  good  1958  harvest ;  and  the  summer  droughts 
naturally  had  little  effect  on  output  of  animal  products 
in  the  first  six  months  of  the  year. 

Crop  Production  in  Eastern  Europe 

Among  eastern  European  countries,  bread  grain 
harvests  far  above  last  year’s  levels  are  indicated  in 
Rumania  and  Hungary,  somewhat  higher  crops  in 
Czechoslovakia  and  Poland,  and  little  change  from 
last  year’s  level  in  Bulgaria  (see  Table  18).  Yields 
were  about  30  per  cent  higher  in  Rumania  and  Hun¬ 
gary  than  the  poor  levels  of  1958  (and  in  Hungary 
were  the  highest  since  1951);  they  were  about  the 
same  as  in  the  two  preceding  good  years  in  Bulgaria, 
and  were  about  9  per  cent  higher  than  in  the  good 
1958  harvest  in  Poland,  despite  adverse  weather  this 
iSpring  and  summer.  In  Czechoslovakia,  despite  the 
good  harvest,  state  procurements  of  grain  have  been 
teduced  by  24  per  cent  in  1959  —  and  are  to  be 
further  reduced  by  20  per  cent  in  1960  —  in  order 
to  relieve  the  strain  on  fodder  supplies.**®  Bread 
grain  procurements  in  Albania  are  slightly  below  last 
year’s  level.  In  eastern  Germany  yields  of  most  crops 
are  reported  to  have  been  disappointingly  low. 

Land  melioration  and  irrigation  schemes  continue 
in  most  countries  of  the  area,  and  especially  in 
Albania,  Bulgaria  and  Rumania.  In  Bulgaria,  large- 

**  Za  socialisticki  zemidilstvi.  No.  8,  1959. 
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Table  18 


Provisional  harvest  estimates 
in  five  eastern  European  countries 


1957  1958  1959 

Million  tons 

1959 

1958=  100 

Bulgaria 

Wheat . 

2.40 

2.33 

2.33  * 

100 

Rye . 

0.13 

0.10 

0.10* 

100 

Total  bread  grain  .  .  . 

2.53 

2.43 

2.43  * 

100 

Barley . 

0.48 

0.44 

0.50* 

114  * 

Sunflower  seed . 

0.21 

0.22 

0.34  *  1 

155  * 

Czechoslovakia 

Wheat . 

1.52 

1.34 

1.62* 

120 

Rye . 

0.95 

0.94 

0.99  * 

106 

Total  bread  grain  .... 

2.47 

2.28 

2.61  * 

114 

Barley . 

1.36 

1.20 

1.51  * 

126 

Oats . 

0.90 

0.87 

0.98  *  i 

112 

Hungary 

Wheat . 

1.96 

1.49 

1.89 

127 

Rye . 

0.49 

0.37 

0.46 

124 

Total  bread  grain  .  .  . 

2.45 

1.86 

2.35 

126 

Barley  and  oats  .... 

1.22 

0.93 

1.25  * 

134 

Maize . 

3.23 

2.83 

3.55 

125 

Fodder  grain . 

4.45 

3.76 

4.80* 

128  * 

Poland 

Wheat . 

2.32 

2.34 

106  " 

Rye . 

7.44 

7.35 

110  « 

Total  bread  grain  .  .  . 

9.76 

9.69 

10.0 

103 

Barley  and  oats  .... 

1.23 

1.20 

94  " 

Potatoes . 

35.1 

35.8 

36.2 

101 

Sugar  beet . 

7.61 

l.Al 

7.09 

95 

Rumania 

Total  bread  grain  .  .  . 

3.9 

3.0 

4.0* 

133  * 

Maize . 

6.3 

3.7 

6.5* 

176  * 

Sugar  beet . 

2.04 

1.73 

3.00  * 

173  * 

Sunflower  seed . 

0.25 

0.29 

0.45  * 

157  * 

Sources :  Statistical  yearbooks  and  bulletins;  direct  communication  from 
the  Bulgarian  Government;  Zemedelsko  Zname,  3  September  1959;  N^psza- 
badsdg,  3  and  14  October  1959;  Zycie  Warszawy,  12  October  1959;  Sctnieia, 
18  September  1959:  ByuUetin  inostrannoi  kommercheskoi  informatsii,  10  October 
1959,  p.  2;  and  Economic  News  Service,  Prague,  No.  10,  1959. 
a  Yields. 

scale  drainage,  irrigation  and  other  melioration  works 
were  started  last  year  by  mobilizing  latent  labour 
reserves  in  the  countryside ;  and  as  a  result  the  sown 
area  was  extended  by  100,000  hectares  {2%  per  cent)  in 
1959  and  the  area  under  irrigation  by  150,000  hectares 
(more  than  30  per  cent).  In  Rumania,  60,000  hectares 
of  eroded  land  were  brought  back  into  cultivation  in 
the  first  six  months  of  1959,  and  a  further  60,000 
hectares  are  to  be  added  in  the  later  part  of  the  year 
(altogether  1.2  per  cent  of  total  arable  land);  more¬ 
over,  the  irrigated  area  was  extended  in  the  first  eight 
months  of  the  year  from  100,000  to  180,000  hectares. 
One  of  the  elements  in  Albania’s  land  melioration 
programme  —  the  Kukes  canal,  intended  to  improve, 
reclaim  or  irrigate  12,600  hectares  —  was  inaugurated 
in  June.^® 


**  Bashkimi,  24  June  1959. 


At  the  same  time  as  efforts  are  made  to  extend  and 
improve  the  cultivable  area,  these  three  countries  are 
following  the  general  tendency  in  eastern  Europe  to 
adopt  a  more  labour-intensive  pattern  of  crop  pro¬ 
duction.  The  areas  under  technical  crops  have  greatly 
increased  in  recent  years  (see  Table  19)  as  has  the 
share  of  maize  in  fodder  grains  in  Albania  and  Ruma- 
nia.^^  The  same  tendency  for  the  area  of  technical 
crops  to  expand  —  but  for  bread-grain  areas  to  de¬ 
crease —  can  be  observed  also  in  Czechoslovakia, 
Hungary  and  Poland.  By  contrast,  a  shift  away  from 
potatoes  and  root  fodder  crops  towards  wheat  and 
grain  is  reported  in  eastern  Germany,  with  a  corre¬ 
sponding  concentration  of  available  mineral  fertilizer 
on  grains.'*® 

The  fodder  grain  harvest  is  reported  to  be  excellent 
in  Rumania,  where  a  record  maize  crop  is  expected 
—  even  surpassing  that  of  1957.  Domestic  consump¬ 
tion  of  maize  for  all  purposes  is  officially  estimated 
at  about  4-4.5  million  tons,*®  so  that,  even  after  some 
stockbuilding,  such  a  harvest  should  permit  exports 
of  more  than  1  million  tons.  The  fodder  supply  from 
domestic  production  is  also  expected  substantially  to 
improve  in  Hungary,  and  in  Poland  to  remain  at  about 
last  year’s  level. 

High  yields  on  greatly  extended  areas  have  provided 
excellent  crops  of  sugar  beet  and  oil  seeds  in  some 
countries.  Rumania  is  expected  to  produce  some 
320,000  tons  of  refined  sugar  from  this  year’s  crop, 
which  would  represent  the  highest  output  in  any  year 
since  1950  and  enable  the  country  to  dispense  with 
imports.  Hungary  is  expected  to  be  a  net  exporter 
of  sugar  for  the  first  time  since  1955.  The  reduction 
in  the  Polish  sugar  beet  crop  should  be  partly  com¬ 
pensated  by  an  expected  rise  in  the  sugar  content 
(from  13.3  to  14  per  cent),  thereby  providing  raw 
material  for  a  sugar  output  of  1.05  million  tons  — 
which  is  more  than  in  seven  out  of  the  last  ten  years. 
Production  of  sunflower  seed  is  expected  to  reach 
unprecedented  levels  in  Bulgaria  and  Rumania,  and 
very  good  crops  of  rape  and  agrimony  are  reported 
in  Poland. 

Animal  Production  in  Eastern  Europe 

Total  cattle  numbers  increased  markedly  in  eastern 
Germany  during  the  twelve  months  ending  in  June 
1959,  and  also  rose  to  a  lesser  extent  in  Czechoslo¬ 
vakia  and  Poland.  However,  the  number  of  cows 
was  unchanged  in  Czechoslovakia,  and  increased  by 
no  more  than  1  per  cent  in  eastern  Germany  (see 
Table  20) ;  and  pig  numbers  fell  in  eastern  Germany 
and  Poland.  Inadequate  fodder  supplies  from  cen- 


And  the  share  of  vegetables,  especially  tomatoes,  in  Bulgaria. 
Statistische  Praxis,  Nos.  6-7,  1959. 

*’  Statement  by  Mr.  Gheorghiu-Dej,  Scinteia,  5  April  1959. 
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Table  19 


Sown  areas  of  grain,  potatoes  and  some  technical  crops  in  five  eastern  European  countries 

Thousands  of  hectares 


Country 

Bread  grain  | 

Fodder  grain 

Potatoes 

1957 

1958 

1959 

1957 

1958 

1959  ! 

1957 

1958 

1959 

Bulgaria . 

1  572 

1  551 

1  483 

1  174 

1  122 

1  184 

Czechoslovakia  .  . 

1  261 

1  236 

1  196 

1  375 

1  356 

1  366 

629 

607 

585 

Hungary . 

1  667 

1  563 

1  469 

1  997 

2  014 

2  080 

240 

240 

230 

Poland . 

6  505 

6  706 

6  370* 

2  515  « 

2  457  “ 

2  763  , 

2  757 

2  770 

Rumania . 

3  123 

3  113 

4  376 

4  248 

265 

271 

Sugar  beet 

Oleaginous  plants 

Tobacco 

1957 

1958 

1959 

1957 

1958 

1959 

1957 

1958 

1959 

Bulgaria . 

63 

61 

66 

186  b 

199  b 

236  b 

94 

107 

118 

Czechoslovakia  .  . 

227 

234 

242 

33  c 

39 

46 

7.5 

7.0 

Hungary . 

84 

109 

123 

78 

87 

101 

21 

20 

16 

Poland . 

338 

356 

409* 

Rumania . 

131 

141 

200 

286  b 

352  b 

500  b 

41 

47 

Sources:  Direct  communication  from  the  Bulgarian  Government;  ^  Sunflower  seed, 

statistical  yearbooks  and  bulletins;  and  Scinleia,  18  September  1959.  c  Rape  seed 

“  Only  barley  and  oats. 


tral  stocks  in  the  latter  country  contributed  to  a  sharp 
decline  in  the  numbers  of  pigs  owned  by  state  farms 
and  by  landless  pig-breeders,  such  as  state  enterprises, 
farm  hands  and  urban  workers ;  and  a  further  factor 


Table  20 

Numbers  of  productive  livestock  in  eastern  Europe 

Million  head  at  beginning  of  month 


Cattle 

1 

of  which:  1 
Cows  ! 

Pigs  1 

Sheep 

Bulgaria 

January  1958  .  .  . 

1.44 

0.55 

1.99 

7.74 

January  1959  .  .  . 

1.36 

0.54 

2.05 

8.62 

Czechoslovakia 

July  1958  . 

4.17  “ 

2.07  “ 

5.09  « 

1.16 

July  1959  . 

4.29  o 

2.08  “ 

5.36  « 

1.05  b 

Eastern  Germany 

June  1958  . 

3.89 

2.11 

7.52 

2.25 

June  1959  . 

4.43 

2.14 

7.21 

2.24 

Hungary 

October  1958  .  .  . 

2.01 

0.91 

7.54 

2.05  c 

March  1959  .... 

2.00 

0.96 

l.l9d 

2.16 

Poland 

July  1958  . 

8.21 

5.94 

11.96 

3.88 

July  1959  . 

8.40 

11.22 

3.79 

Sources :  Statistical  bulletins  and  yearbooks;  plan  fulfilment  reports; 
and  Trybuna  Ludu,  18  October  1959. 

Note.  —  For  comparisons  with  earlier  periods,  see  Economic  Survey  of 
Europe  in  1958,  Chapter  I,  p.  22,  Table  12. 

“  Plan  was  under-fuliiUed.  *  Plan  was  over-fulfilled. 

c  March  1958.  d  June  1959. 


tending  to  reduce  pig- rearing  in  state  farms  was  the 
central  authorities’  insistence  that  these  farms  must 
now  pay  their  way.  Pig  keeping  has  been  for  most 
of  them  an  unprofitable  activity,  though  profitable 
for  peasant  farmers  with  ample  supplies  of  family 
labour."*’  In  Bulgaria  and  Hungary,  cattle  and  pig 
numbers  changed  little,  except  for  a  decline  in  draught 
cattle  in  Bulgaria  and  a  rise  in  the  number  of  milch 
cows  in  Hungary. 

Meat  production  in  the  first  half  of  the  year  fell 
significantly  below  that  in  the  same  months  of  1958 
in  Czechoslovakia  and  eastern  Germany.  It  declined 
marginally  in  Poland  and  has  shown  a  definite  increase 
—  at  least  of  marketed  output  —  only  in  Hungary.  The 
share  of  pork  in  total  meat  supplies  fell  in  all  these 
countries,  as  production  of  pig-meat  fell  by  7  per 
cent  in  Poland  and  by  about  12  per  cent  in  the  other 
three  countries.  Milk  yields  were  somewhat  lower  in 
the  first  half  of  the  year  in  Czechoslovakia ;  but  in 
eastern  Germany  they  have  risen  and,  together  with 
a  slight  rise  in  cow  numbers,  permitted  dairy  produc¬ 
tion  to  expand  by  5  per  cent  over  the  level  of  the 
first  half  of  1958. 


The  6  per  cent  fall  in  the  pig  population  was  distributed  as 


follows: 


Individual  farms 
State  farms  .  . 
Other  breeders  . 


July  1958  July  1959 

Million  head 
10.54  10.12 

0.58  0.38 

0.84  0.72 


Change  from  July  1958 
to  July  1959 


Percentage 
-0.42  -4 

-0.20  -34 

-0.12  -14 


Source  :  Trybuna  Ludu,  18  October  1959. 


-  39  - 
Table  21 


State  procurement  of  animal  products  in  four  eastern  European  countries 


i 

Country  .Tni  nroduct  j 

Unit 

1 

1958  1 

Year  ' 

1958 

1959 

Index  numbers 
First  half 

1958  =  100 

First  half  of  the  year 

Czechoslovakia 

Slaughter  cattle . 

Thousands  tons 

313.7 

147.6 

146.1 

99.0 

Slaughter  calves . 

35.5 

18.9 

15.8 

83.7 

Slaughter  pigs . 

337.1 

161.2 

147.2 

91.3 

Milk . 

Million  litres 

2  218.4 

1  055.4 

1  084.9 

102.8 

Eggs . 

Million 

1  162.9 

914.8 

945.0 

103.3 

Eastern  Germany 

j 

Animals  for  slaughter  “ . 

Thousand  tons 

959.4 

479.6 

459.0 

95.7 

of  which  :  Pigs . 

692.5 

360.5 

310.7 

86.2 

Milk  (3.5  per  cent  fat  content)  .  . 

Million  litres 

4  240.1 

2  023.8 

2  306.0 

113.9 

Eggs . 

Million 

1  668.6 

1  169.4 

1  247.1 

106.6 

Hungary 

Slaughter  cattle . 

Thousand  tons 

204.5 

100.5 

122.8 

122.3 

Slaughter  calves . 

6.3 

3.1 

4.1 

132.3 

Slaughter  pigs . 

243.8 

118.4 

105.5 

89.1 

Milk . 

Million  litres 

674 

326 

366 

112.3 

Eggs . 

Million 

424 

348 

387 

111.2 

Poland 

Slaughter  cattle . 

Thousand  tons 

348.9 

122.3 

163.1 

133.4 

Slaughter  calves . 

104.1 

65.2 

61.9 

94.9 

Slaughter  pigs . 

1  047.7 

569.3 

553.3 

97.2 

Milk . 

Million  litres 

3  467.5 

1  714.4 

1  868.3 

109.0 

Eggs . 

Million 

1  817.6 

1  264.0 

1  586.0 

125.5 

Sources:  Zemfd^hkd  Ekonomika,  No.  6  and  9,  1959;  plan  fulfilment  Note.  —  Deliveries  of  animals  for  slaughter  are  given  in  live  weight 

reports;  statistical  yearbooks;  quarterly  and  monthly  statistical  bulletins.  throughout.  For  comparisons  with  earlier  periods,  see  Economic  Bulletin 

o  Excludine  ooultrv  ^“'ope,  Vol.  10,  No.  2.  p.  12,  Table  7;  and  Economic  Survey  of  Europe  in 

1958,  Chapter  I,  p.  24,  Table  14. 


Yields  of  milk  and  output  of  meat 


Litres  per  cow  per  month 
and  thousands  of  tons 


Year 

1958 

First  half 

1959 

First  half 

Czechoslovakia 

Milk  yield  “ . 

.  .  147 

143 

141 

Output  of  pork . 

.  .  541 

319 

280 

Output  of  beef  and  veal  . 

.  .  349 

166 

162 

Eastern  Germany 

Milk  yield  * . 

.  .  223 

223 

230 

Output  of  pork . 

.  .  882 

465 

403 

Output  of  other  meat  .  . 

.  .  297 

142 

160 

Poland 

Output  of  pork . 

.  .  1  119 

516 

478 

Output  of  beef  and  veal 

.  .  487 

174 

198 

Sources :  Plan  fulfilment  reports;  statistical  bulletins;  and  ZemidHskd 
Ekonomika,  No.  9,  1959. 

Note.  —  Output  of  meat  is  given  in  terms  of  live  weight  throughout.  For 
Poland  it  includes  only  animals  for  slaughter  under  veterinary  control. 

Including  milk  fed  to  calves. 

In  kilogrammes,  3.5  per  cent  fat  content. 

It  is  clear,  from  comparison  of  the  figures  above 
with  those  in  Table  21,  that  in  Czechoslovakia,  eastern 
Germany  and  Poland  the  authorities  succeeded  in 
raising  the  share  of  marketed  output  in  the  total,  and 
state  procurements  absorbed  a  greater  share  of  total 


output  of  milk  and  meat  in  the  first  half  of  1959 
than  in  the  same  months  of  1958.®'  However,  pro¬ 
curements  of  pork  in  Poland  suddenly  dropped  20  per 
cent  below  the  corresponding  1958  level  in  July  and 
August,  and  this  contributed  to  the  meat  crisis  dis¬ 
cussed  in  section  8,  below.  In  Czechoslovakia  and 
eastern  Germany,  milk  supplies  are  reported  to  have 
fallen  after  the  middle  of  the  year ;  and  in  the  latter 
country  imports  of  butter  are  planned  to  rise  from 
22,000  tons  in  1958  to  50,000  tons  this  year. 

Prospects  for  the  coming  livestock  breeding  season 
are  favourable  in  Hungary  and  Rumania  (where  the 
fodder  grain  harvest  was  excellent)  and  probably  also 
in  Bulgaria.  In  the  northern  countries,  the  summer 
drought  reduced  the  hay  crop  and  adversely  affected 
the  potato  crop,  which  is  for  them  a  major  source  of 
fodder.  However,  all  these  countries  can  at  need 
import  fodder,  and  some  in  fact  plan  to  do  so.®-  It  is 

“  In  Albania,  meat  procurements  in  the  first  nine  months  of 
1959  were  17  per  cent  greater  than  in  the  same  months  of  1958, 
and  milk  procurements  rose  by  33  per  cent. 

**  In  Czechoslovakia,  imports  of  fodder  in  the  first  seven 
months  of  1959  were  already  80  per  cent  greater  than  in  the  same 
months  of  1958  (Economic  News  Service,  Prague,  No.  10,  1959). 
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also  possible  that  bread  grain  may  be  increasingly 
used  as  fodder  in  Czechoslovakia — particularly  in  view 
of  the  reduction  in  state  purchases  of  grain  mentioned 
above  —  and  in  eastern  Germany,  where  substantial 
stocks  of  bread  grain  seem  to  have  accumulated.^  In 
Poland,  supplies  of  concentrated  fodder  are  planned 
to  increase  by  one-third  in  1959/60  in  relation  to  the 
previous  farm  year,  deliveries  of  grain  are  to  be 
diminished  in  the  drought-affected  regions,  and  state 
purchases  of  potatoes  for  distilleries  are  to  be  reduced. 
Special  premia  for  winter  and  spring  deliveries  of  pigs, 
and  increased  supplies  of  coal  against  piglets,  have 
recently  been  announced  in  Poland,  following  upon 
the  22  per  cent  increase  in  January  in  average  prices 
for  compulsory  deliveries  of  livestock.  It  is  hoped 
that  these  measures  will  raise  the  pig  population  to 
12  ^  million  by  June  1960. 

Institutional  Changes  in  the  Soviet  Union 

The  structural  transformation  of  Soviet  agriculture 
has  continued  in  the  course  of  this  year  in  accordance 
with  the  December  1958  resolutions  of  the  Central 
Committee  of  the  Communist  Party.^^  Sales  of 
machinery  by  the  machine  and  tractor  stations  (MTS) 
to  the  collective  farms  during  the  year  ending  mid- 
1959  included  106,000  tractors  and  84,000  grain  com¬ 
bines  ;  and  94  per  cent  of  all  collective  farms  have 
now  bought  some  machinery.  In  total,  86  per  cent 
of  the  stock  of  farm  machinery  to  be  sold  has  now 
been  taken  over,  to  a  value  of  17.2  billion  roubles.®^ 
The  policy  of  selling  MTS  machinery  to  collective 
farms  has  helped  to  further  the  Government’s  long¬ 
term  policy  of  amalgamating  farms  into  larger  units,^® 
since  the  problem  of  the  poorer  farms  which  could 
not  afford  to  buy  MTS  machinery  has  been  solved 
largely  by  their  merger  with  more  prosperous  neigh- 

The  wheat  harvest  increased  from  1,086,000  tons  in  1956  to 
1,363,000  tons  in  1958,  and  imports  for  the  corresponding 
calendar  years  from  606,000  to  1,292,000  tons,  which  —  as 
annual  consumption  of  wheat  flour  remained  unchanged  at  about 
900,000  tons  —  seems  to  imply  a  significant  accumulation  of 
stocks. 

“  A  new  session  of  this  committee,  to  be  entirely  devoted  to 
agricultural  problems,  has  been  announced  for  November  or 
December  of  this  year,  both  to  survey  the  implementation  of 
reforms  introduced  last  year  and  to  introduce  further  reforms. 
On  last  year’s  measures,  see  Economic  Bulletin  for  Europe, 
Vol.  10,  No.  2,  pp.  15-17. 

Farm  machinery  operations  performed  by  collective  farms 
this  year  up  to  20  June  represented  276  million  conventional 
hectares  of  light  ploughing  —  i.e.,  70  per  cent  of  all  operations 
performed  in  the  country.  State  farms  performed  26-27  per  cent 
of  the  total:  the  MTS,  and  their  successors  the  repair  technical 
stations  (RTS),  only  3-4  per  cent  {Tekhnika  v  selskom  khozyais- 
tve.  No.  8,  1959,  p.  2). 

The  Soviet  policy  towards  “  weak  ”  collective  farms  fav¬ 
oured  amalgamation  with  better  collectives  during  1950-1953, 
with  state  farms  during  1954-1956  and  again  with  better  col¬ 
lectives  in  the  last  three  years  (see  also  Economic  Survey  of 
Europe  in  1958,  Chapter  I,  pp.  17-18).  Collective  farms  estab¬ 
lished  in  the  virgin  lands  since  1954  were  generally  larger  in  size 
than  the  country  average. 


Table  22 

Sown  area  and  number  of  collective  and  state  farms 
in  the  Soviet  Union 


At  end  of  year  or  month 


Year 

Collective  farms 

State  farms 

Number 

Thousands 

Sown  area  | 

Per  farm 
Thousand  ha 

Total  sown  area 
Million  ha 

1950  . 

121 

1.0 

121 

13 

1953  . 

91 

1.45 

132 

15 

1956  . 

83 

1.8 

152 

32 

1957  . 

77 

1.7 

132 

50 

1958  . 

68 

1.91 

130 

52 

1959  June  .  .  . 

60 

2.2 

130“ 

Sources :  Narodnoe  khoryaistvo  SSSR  v  1956  godu ;  SSSR  v  tsifrakh  ; 
plan  fulfilment  report  for  the  first  half  of  1959;  Pravda,  14  November  1958, 
p.  2;  and  Plenum  TsK  KPSS,  p.  59. 

o  Reports  indicate  that  no  substantial  transfers  of  collectively  farmed  land 
to  state  farms  took  place  in  1959. 

hours.  The  number  of  farms  not  having  bought  MTS 
equipment  has  dropped  by  17,500  between  end- July 
1958  and  end-June  1959  to  only  4,(X)0.  Of  the 
17,500,  about  7,500  could  afford  to  purchase  machi¬ 
nery  from  their  cash  income,  after  last  year’s  excel¬ 
lent  harvest  and  the  change  in  procurement  prices  in 
June  1958  to  the  benefit  of  average  farms;  but  some 
10,000  were  merged  with  other  farms.  The  average 
size  of  collective  farms  has  increased,  as  a  result,  by 
about  300  hectares  of  arable  land  in  the  course  of 
1958  and  the  first  half  of  1959  and,  having  more  than 
doubled  since  1950,  now  begins  to  approach  the 
2,500-3,000  hectares  of  arable  land  officially  con¬ 
sidered  as  the  optimum  size®'^  (see  Table  22). 

The  process  of  gradually  adapting  the  structure  of 
the  collective  farm  towards  that  of  the  state  farm 
has  also  been  carried  further  in  the  course  of  this 
year,  by  a  unification  and  tightening  of  financial  con¬ 
trol  both  over  the  current  accounts  and  over  the  long¬ 
term  operations  of  collective  farms.  The  Agricultural 
Bank  (Selkhozbank)  which,  since  its  foundation  in 
1932,  has  controlled  their  investment  credits,  has  been 
dissolved  and  has  handed  over  its  operations  —  as 
from  1  September  1959  —  to  the  State  Bank,  which 
until  then  controlled  only  short-term  credit.  The  State 
Bank  is  now  to  supervise  collective  farms  very  much 
as  it  does  state  farms  or  industrial  enterprises.  It  is 
to  control  the  utilization  of  the  higher  current  income 
at  their  disposal,  not  only  so  as  to  ensure  that  the 
level  of  investment  remains  high  enough  for  the 
required  expansion  of  production,  but  also  in  order 
to  influence  the  structure  of  investment  as  between 
machinery,  productive  and  non-productive  construc¬ 
tion,  melioration  works,  etc.®* 


See  this  Bulletin,  Vol.  10,  No.  3,  p.  33. 

Dengi  i  kredit.  No.  5,  1959;  Finansy  SSSR,  No.  6,  1959. 
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Table  23 

Co-operative  farming  in  some  eastern  European  countries 


Co-operative  famu 

Area  of  socialist  sector  ^ 

Number  of 
individual 
farms 

incorporated  o 

Number  of 
members 

Area  ^ 

Thousands 

Thousand  ha 

Percentage  of 
total  area 

Thousand  ha 

Percentage  of 
total  area 

Czechoslovakia 

End-1958  . 

593 

852 

4  335 

58.7 

5  681 

16.9 

End-July  1959  .... 

652 

920  c 

4  583 

62.0 

5  970 

80.8 

End-September  1959 

954 

4  691 

63.5 

6103 

82.6 

Eastern  Germany 

End-June  1958  .... 

153  d 

281 

1  927 

29.9 

2  480 

38.5 

End-1958  . 

164 

353 

2  386 

37.0 

2  940 

45.6 

End-June  1959  .... 

395 

2  576 

40.0 

3  108 

48.2 

Hungary 

End-1958  . 

143 

169 

725 

13.5 

1410* 

26* 

End-March  1959  .  .  . 

446 

512 

1  794 

33.4 

2  475  * 

46* 

End-June  1959  .... 

448 

512 

1  800 

33.6 

2  475  * 

46* 

Rumania 

End-1957  . 

1  453 

3  365 

34.7 

4  657 

48 

End-1958  . 

1  868 

4  012 

41.8 

5  391 

55 

August  1959  . 

2  500* 

6  800 

70 

Sources :  National  statistics  and  plan  fulfilment  reports;  Zensidilskd 
Ekonomika,  No.  9,  1959;  and  RutU  Prdvo,  23  October  1959. 

Non.  —  For  comparisons  with  earlier  periods,  see  Economic  Bulletin  for 
Europe.  Vol.  10,  No.  3,  p.  32,  Table  16;  and  Vol.  11.  No.  1,  p.  8,  Table  5. 
o  For  Hungary,  number  of  households. 


In  Czechoslovakia  and  eastern  Germany,  agricultural  land,  including 
private  plots  of  co-operative  farm  members;  in  Rumania,  arable  land;  in 
Hungary,  arable  land,  excluding  an  additional  5.1  per  cent  of  the  arable 
land  in  the  hands  of  the  various  state  enterprises  and  municipalities  or  of 
members  of  co-operatives  as  their  household  plots, 
c  End  June  1959. 

d  Farms  of  more  than  half  a  hectare. 


The  replacement  of  “  labour  day  ”  dividends  by 
fixed  wages  is  being  facilitated  by  the  introduction  of 
monthly  cash  payments,  which  were  50  per  cent 
greater  in  the  first  half  of  this  year  than  in  the  same 
period  in  1958.  This  increase  was  made  possible  by 
a  considerable  extension,  by  procurement  organiza¬ 
tions.  of  short-term  credits  which  are  planned  to 
reach  27  billion  roubles  this  year  compared  with 
15  million  in  1958.®® 

This  change,  too.  will  increase  the  State  Bank’s 
influence  over  the  incomes  of  collective  farm  mem¬ 
bers  :  and  increased  rights  of  supervision  within  col¬ 
lective  farms  by  the  primary  party  organizations 
further  reinforce  the  instruments  of  control.®® 


Voprosy  ekonomiki.  No.  7.  1959.  p.  81.  The  importance  of 
this  control  can  be  seen  from  the  fact  that  total  money  income  of 
collective  farms  after  allocations  to  indivisible  funds  is  of  the 
order  of  100-110  billion  roubles  (see  the  Survey  for  1958. 
Chapter  I.  p.  19).  of  which  only  the  part  remaining  after  the 
deductions  for  current  expenditure  of  the  collectives  is  available 
for  distribution  to  members  as  personal  income. 

*®  Kommunist,  No.  9. 1959.  pp.  65-66.  The  June  plenary  meeting 
of  the  Party  Central  Committee  initiated  the  creation  of  similar 
party  conunissions  in  state  enterprises,  including  state  farms. 


Institutional  Changes  in  Eastern  Europe 

The  Soviet  policies  of  financing  agricultural  invest¬ 
ment  through  the  collective  farms  and  of  unifying  pro¬ 
curement  prices  seem  to  have  influenced  the  agricul¬ 
tural  policies  of  eastern  European  countries  —  espe¬ 
cially  those  of  Czechoslovakia  and  Bulgaria.  However, 
the  institutional  pattern  of  the  co-operative  farm  not 
having  yet  become  the  prevalent  form  of  agricultural 
organization  in  a  number  of  eastern  European  coun¬ 
tries.  official  policies  in  most  of  these  countries 
remain  concerned  with  the  problems  —  and  possible 
repercussions  —  of  collectivization  itself. 

The  collectivization  campaigns  in  eastern  Europe 
were  pressed  most  vigorously  in  Hungary  in  the  early 
months  of  this  year,  and  also  in  Rumania  by  the 
expropriation  of  all  land  not  directly  cultivated  by 
the  owner .®i  Collectivization  has  continued  more  gra¬ 
dually  in  Czechoslovakia  and  eastern  Germany  (see 
Table  23).  This  year’s  drive  in  Albania  has  been 
stimulated  by  official  dissatisfaction  with  the  slow  pro¬ 
gress  of  collectivization  in  some  regions,  especially 


**  See  this  Bulletin,  Vol.  11.  No.  1,  pp.  7-9. 
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around  Tirana  where  the  attraction  for  the  peasants 
of  access  to  the  fruit  and  vegetable  markets  in  the 
city  was  a  discouraging  factor.  A  special  drive  by 
the  local  Communist  Party  organizations  appears  to 
have  brought  rapid  results,  and  by  1  October  the 
area  of  co-operative  farms  in  the  country  as  a  whole 
had  reached  81.5  per  cent.®=^ 

Although  in  Hungary  one-fifth  of  the  country’s 
arable  land  was  formally  converted  to  co-operative 
and  state  farming  in  the  first  three  months  of  1959, 
the  effective  replacement  of  private  by  co-operative 
organization  of  farming  activities  seems  to  have  pro¬ 
ceeded  more  slowly.  The  incentives  offered  to  co¬ 
operative  farm,  members  include  a  30  per  cent  income 
tax  reduction  for  those  effectively  participating  in  the 
common  work ;  and,  in  addition,  an  exceptionally 
favourable  harvest,  the  relatively  good  performance 
of  machine  and  tractor  stations  and  increased  supplies 
of  fertilizers,  farm  machinery,  building  materials,  etc., 
should  all  have  made  it  easier  to  offer  inducements 
to  effective  collectivization.  Nevertheless,  it  is  re¬ 
ported  that  the  organization  of  work  on  a  co-operative 
basis,  as  distinct  from  the  formal  setting  up  of  co¬ 
operative  farms,  has  lagged  to  the  extent  that  on 
one-quarter  of  the  newly  collectivized  area  har\'esting 
was  still  done  this  year  by  the  farm  members  indi- 
vidually.*’^ 

In  Rumania  the  take-over  of  private  land  by  collec¬ 
tive  and  state  farms,  mentioned  above,  implied  the 
change  of  ownership  of  about  15  per  cent  of  all 
arable  land  this  year. 

Only  in  Bulgaria  and  the  Soviet  Union  has  amal¬ 
gamation  of  collective  farms  into  larger  units  taken 
place  on  a  large  scale ;  and  in  the  former  country 
the  average  size  of  such  farms  is  reported  to  have 
increased  from  1,360  hectares  in  August  1958  to 
6,550  hectares  in  January  1959,  when  their  numbers 
had  fallen  to  640.  The  implications  —  in  terms  of 
management  and  organizational  techniques,  etc.  —  of 
setting  up  farms  of  such  a  size  (more  than  double 
the  officially  estimated  optimum  in  the  Soviet  Union 
noted  above)  are  as  yet  unclear.  However,  in  the  first 
eight  months  of  this  year  the  number  of  collective 
farms  rose  again  (to  950)  and  their  average  area  was 
reduced  to  4,505  hectares.  This  suggests  that  some 
disadvantages  of  such  very  large-scale  operation  may 
have  become  apparent. 

Elsewhere  the  tendency  continues  for  the  average 
size  of  collective  farms  slowly  to  increase.  But  in 
Czechoslovakia  and  eastern  Germany  the  latest  figures 
are  375  and  367  hectares,  respectively ;  and  only  in 
Hungary  has  the  policy  of  establishing  collective  vil- 

Bashkimi,  25  October  1959. 

Nepszabadsdg,  2  September  1959. 


lages  raised  the  average  size  of  collective  farms  above 
500  hectares  (to  559  hectares  in  June).*’'* 

Transfers  of  MTS  machinery  to  collecti-'e  farms 
are  taking  place  this  year  in  Bulgaria  and  Czecho¬ 
slovakia  ;  and  in  both  countries  reforms  of  procure¬ 
ment  prices  have  been  promised  or  implemented.  In 
Bulgaria,  as  was  noted  in  an  earlier  issue  of  this 
Bulletin, the  system  of  delivery  prices  was  changed 
in  May,  but  there  is  still  little  information  about  the 
precise  effects  on  either  prices  of  particular  products 
or  farm  incomes.  However,  it  is  expected  that  farms 
will  be  able  to  buy  the  whole  machinery  stock  of  the 
MTS  by  the  end  of  1962. 

In  Czechoslovakia  the  reform  of  procurement  prices 
to  take  effect  in  January  1960  is  expected  to  raise 
the  gross  money  income  of  co-operative  farms  from 
Kcs  2,560  in  1958  to  Kcs  2,950  in  1960  and  to  raise 
their  net  income,  after  allowing  for  some  increases  in 
taxes,  by  8  per  cent.  Within  this  total,  allocations  to 
indivisible  funds  —  for  investment,  including  purchase 
of  MTS  machinery  —  should  rise  from  Kcs  250  to 
Kcs  750  per  hectare.*’*’  By  the  end  of  October  nearly 
half  of  all  MTS  machinery  had  been  taken  over  by 
co-operative  farms,  and  80  per  cent  of  all  transfers 
should  be  completed  during  1960.*’^ 

Investment  through  Agricultural  Circles  in  Poland 

A  new  scheme  establishing  a  special  fund  for  agri¬ 
cultural  development  has  been  introduced  in  Poland.*’*’ 
The  fund  is  to  be  administered  by  the  “  agricultural 
circles  ”,  and  will  be  fed  from  three  sources :  first, 
a  state  contribution  of  a  value  equivalent  to  the 
volume  of  obligatory  deliveries  valued  at  the  differ¬ 
ence  between  the  prices  paid  to  farms  for  such  deliv¬ 
eries  and  market  prices  ;  second,  contributions  from 
individual  members  of  the  circles  ;  and,  third,  the 
profits  of  enterprises  run  by  these  circles.  The  full 
annual  value  of  the  first  of  these  contributions  is 
estimated  at  about  4  billion  zlotys.*”*  Out  of  this 
total,  12  per  cent  will  be  allocated  for  investment  in 
production  of  farm  machinery,  80  per  cent  of  the 

For  all  figures  quoted  in  this  and  the  preceding  paragraph  see 
the  national  statistical  bulletins;  Rabotnichesko  Deio,  25  Decem¬ 
ber  1958;  and Kooperativno  Zemedelie,  No.  8, 1959,  p.  9. 

Vol.  11,  No.  1,  p.  11. 

®®  Statisticke  Zprdvy,  No.  8,  1959;  Statisticky  Obzor,  No.  9, 
1959;  Hospoddr  JZD,  No.  4,  1959. 

®’  Up  to  the  end  of  June,  about  half  of  the  country’s  co¬ 
operative  farms  had  purchased  some  machinery.  On  1  July, 
prices  of  new  machinery  sold  to  state  and  co-operative  farms 
were  cut  by  15-30  per  cent,  and  charges  for  machinery  repairs 
will  be  reduced  by  25-37  per  cent  from  1  January  1960.  At  the 
same  time,  50  per  cent  of  repayments  due  on  old  investment 
credits  to  collective  farms  have  been  cancelled. 

®®  The  scheme  was  announced  at  the  Congress  of  Agricultural 
Circles  —  held  on  3  and  4  September  1959. 

®®  This  year,  payments  are  being  made  only  on  procurements 
of  grain  and  potatoes,  but  next  year  they  will  be  based  on  meat 
deliveries  also. 
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remainder  will  be  paid  directly  to  individual  circles 
and  the  balance  to  district  associations  of  agricultural 
circles. 

It  has  been  stated  that  the  use  of  the  fund  by  each 
village  ™  and  circle  will  be  directed  first  of  all  towards 
investment  in  machinery,  but  the  circles  may  also  be 
authorized  to  invest  in  land-melioration,  drainage,  road 
building,  small-scale  processing  industry,  etc.'^^  Since 
the  current  value  of  domestic  production  of  agricul¬ 
tural  machinery  even  in  the  1960  Plan  is  little  more 
than  1.7  billion  zlotys,  it  seems  that,  even  after  allow¬ 
ing  for  imports,  considerable  investments  in  forms 
other  than  machinery  could  be  financed,  particularly 
since  the  circles  have  to  contribute  from  their  own 
profits  or  from  the  incomes  of  their  members  25  per 

Each  village  receives  its  share,  but  it  may  be  used  only  by  a 
circle  which,  therefore,  must  be  organized. 

See,  inter  alia,  Mr.  Gomulka’s  speech  reported  in  Trybuna 
Ludu,  9  September  1959. 

7.  Foreign  Trade  in  Eastern 

The  marked  rise  in  the  share  of  external  trade  in 
domestic  output,  which  has  occurred  in  all  the  countries 
of  eastern  Europe  and  the  Soviet  Union  since  1956,’^ 
appears  to  have  been  accentuated  practically  every¬ 
where  in  the  first  half  of  this  year,  after  a  temporary 
levelling-off  in  1958.  Czechoslovakia  is  the  only 
country  in  which  imports  have  not  risen  in  relation  to 
industrial  output  (and  therefore  a  fortiori  in  relation 
to  over-all  national  product),  despite  the  fact  that 
there  was  a  slight  fall  in  the  volume  of  imports  into 
that  country  between  1957  and  1958.  However, 
imports  in  the  first  half  of  1958  were  high,  suggesting 
the  possible  existence  of  a  short-run  stock  cycle.'^* 
It  is  impossible  to  judge  whether  or  not  Rumania 
conforms  to  the  general  rule,  since  that  country  still 
publishes  no  regular  statistics  of  foreign  trade. 


Expansion  of  output  and  foreign  trade  of  eastern  European 
countries  and  the  Soviet  Union  in  the  first  half  of  1959 

Percentage  increase  over  same  period  of  previous  year 


Volume  of  gross 

Values  of 

industrial  output 

Imports 

Exports 

Albania . 

26 

27 

15 

Bulgaria . 

23 

35  -  - 

Czechoslovakia  .  .  . 

11 

3 

12 

Eastern  Germany  .  . 

13 

20* 

12 

Hungary . 

8 

17 

14 

Poland . 

9 

16 

15 

Soviet  Union  .... 

12 

20 

Sources :  Tables  14  and 

21,  and  plan  fulfilment 

reports 

of  Albania, 

Bulgaria  and  the  Soviet  Union. 

’’  See  the  Economic  Bulletin  for  Europe,  Vol.  11,  No.  1,  pp. 
43-44,  and  Appendix  Table  VIII. 

The  figures  below  are  given  in  terms  of  volumes  of  output 
and  values  of  trade  ;  but  it  seems  highly  unlikely  that  changes 


cent  (15  per  cent  in  western  Poland)  of  the  cost  of 
all  investment  in  machinery,  the  state  contribution  to 
the  total  fund  thus  financing  only  75  per  cent.  The 
needs  for  such  investment  as  road-building  and  irriga¬ 
tion  are  at  least  as  urgent  as  rapid  mechanization  of 
agriculture. 

The  effects  of  this  scheme  are  difficult  to  foresee 
and  much  will  clearly  depend  on  the  attitude  of  the 
peasants  towards  it,  as  well  as  on  the  detailed  develop¬ 
ment  of  its  administration.  On  the  one  hand,  the 
peasants  will  be  disappointed  that  the  long-promised 
abolition  of  obligatory  deliveries  is  again  postponed  ; 
on  the  other  hand,  the  scheme  offers  them  the  benefits 
of  a  substantial  increase  in  the  volume  of  agricultural 
investment,’^  to  which  they  are  obliged  directly  to 
contribute  at  most  25  per  cent  out  of  individual 
incomes  which  have  been  rising  for  some  time  past. 

Now  running  at  an  annual  rate  of  about  7'/2  billion  zlotys 
in  the  private  sector  (of  which  2  billion  have  been  financed  from 
state  credits  the  future  of  which  is  uncertain). 

Europe  and  the  Soviet  Union 

The  rates  of  growth  of  foreign  trade  shown  above 
have  surpassed  those  laid  down  in  the  annual  plans, 
except  in  Bulgaria  and  Czechoslovakia  (see  below). 

Eastern  Germany  appears  to  have  benefited  par¬ 
ticularly  from  a  faster  rise  in  imports  than  in  exports 
(though  lack  of  precise  data  on  price  changes  makes 
comparison  of  volumes  difficult).  The  implied  virtual 
elimination  of  the  former  visible  export  surplus  has 
been  made  possible  partly  by  credit  received  from 
the  Soviet  Union,  and  also  by  the  final  termination 
of  Soviet  occupation  costs  in  1958.  Hungary  and,  to 
a  lesser  extent,  Poland  have  also  been  able  to  raise  the 
value  of  their  imports  faster  than  export  values  in  the 
first  half  of  the  year,  whereas  the  visible  export  sur¬ 
plus  of  Czechoslovakia  —  like  the  Soviet  Union,  a 
“creditor  country”  in  eastern  Europe  —  has  strikingly 
increased. 

The  Direction  of  Trade 

As  can  be  seen  from  the  figures  in  Table  24,  in  all 
four  countries  for  which  relevant  statistics  have  been 
published  both  export  and  import  trade  with  other 
CMEA  countries  have  expanded  faster,  in  the  first 
half  of  1959,  than  either  trade  with  western  European 
countries  or  total  trade ;  and  their  trade  with  the 
Soviet  Union  has  risen  particularly  rapidly.  Imports 
from  Asian  countries  of  the  “  eastern  ”  trade  area 
have  also  risen  very  fast  in  Hungary  and  Poland, 
probably  reflecting  a  rapid  growth  of  exports  from 
mainland  China  —  partly  in  repayment  of  earlier  cre- 

in  the  general  price  levels  of  imports  in  these  countries  have 
been  large  enough  to  invalidate  the  conclusions  drawn  above. 
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Table  24 

External  trade  of  four  eastern  European  countries  by  area 

Values  in  millions  of  dollars,  and  percentages 


Exports 

Imports 

Value 

Index 

Percentage  distribution  | 

Value 

Index 

1958 

1958 

1959  1 

1959 

1959 

1958 

1958 

1959  1 

1959 

1959 

Year 

First  half  | 

half 

halfo 

Year 

First  half  | 

half 

halfo 

Czechoslofakia 

Socialist  countries  in  Europe . 

60.2 

59.3 

63.8 

512.4 

120 

61.8 

61.3 

65.6 

455.6 

111 

of  which  :  Soviet  Union . 

32.8 

31.7 

32.4 

260.7 

114 

33.2 

34.2 

38.0 

263.9 

115 

Socialist  countries  in  Asia . 

8.6 

7.1 

8.6 

68.9 

134 

7.3 

6.1 

6.4 

44.4 

108 

Western  Europe  * . 

15.0 

16.0 

13.2 

106.2 

92 

18.0 

19.8 

15.2 

105.8 

83 

Others  . 

16.2 

17.6 

14.4 

116.0 

92 

12.9 

13.7 

12.8 

89.0 

97 

Total . 

100.0 

100.0 

100.0 

803.5 

112 

100.0 

100.0 

100.0 

694.8 

103.3 

Eastern  Germany 

Socialist  countries . 

77 

75' 

115 

71  4 

75  ' 

129* 

Others . 

23 

25  ' 

104 

29 

25  ' 

96* 

Total . 

100 

100 

112 

100 

100 

120* 

Hungary 

Socialist  countries  in  Europe . 

57.2 

55.5 

57.7 

190.9 

118 

63.5 

61.7 

63.6 

229.9 

121 

of  which  :  Soviet  Union . 

23.2 

21.5 

25.4 

84.1 

134 

30.7 

31.0 

32.9 

118.8 

125 

Socialist  countries  in  Asia . 

9.1 

7.6 

6.4 

21.1 

95 

5.4 

5.3 

6.8 

24.5 

152 

Western  Europe . 

29.6 

30.0 

26.2 

86.7 

99 

27.0 

27.3 

25.2 

90.9 

108 

Others . 

4.1 

6.9 

9.7 

32.4 

162 

4.1 

5.7 

4.4 

16.0 

90 

Total . 

100.0 

100.0 

100.0 

331.1 

114 

100.0 

100.0 

100.0 

361.3 

117 

Poland  f 

Socialist  countries  in  Europe . 

47.8 

48.1 

53.4 

127 

128 

52.5 

49.0 

58.6 

176 

138 

of  which  :  Soviet  Union . 

25.0 

22.8 

27.3 

65 

138 

27.2 

24.9 

33.1 

99 

154 

Socialist  countries  in  Asia . 

7.3 

4.6 

4.2 

10 

105 

3.3 

3.6 

4.8 

14 

157 

Western  Europe  .  . 

32.0 

37.0 

23.2 

55 

72 

30.4 

34.1 

26.4 

79 

89 

Others . 

12.9 

10.3 

19.2 

46 

214 

13.8 

13.3 

10.2 

30 

88 

Total . 

100.0 

100.0 

100.0 

238 

115 

100.0 

100.0 

100.0 

299 

116 

Sources :  National  statistics  and  plan  fulfilment  reports. 
o  First  half  1958  =  100. 

*  Excluding  Sweden,  Norway,  Denmark,  Spain  and  Greece. 
Including  Sweden,  Norway,  Denmark,  Spain  and  Greece. 


Including  Yugoslavia. 
r  Total  turnover. 

/  All  figures  except  those  for  the  year  1958  refer  to  the  first  quarter  only. 


dits  received  by  that  country.  The  contrast  between 
the  developments  just  mentioned  and  the  movements 
in  trade  with  western  Europe  is  very  marked.  As 
recorded  in  western  European  statistics  for  the  early 
months  of  the  year,  total  exports  from  eastern  Europe 
to  that  area  rose  by  only  some  3  per  cent,  while  the 
reverse  flow  of  trade  remained  constant ;  and  Soviet 
exports  to  western  Europe  rose  by  one-fifth,  while 
imports  from  that  area  fell  by  5  per  cent.’^“ 
Adjustment  for  relative  price  changes  —  if  the 
necessary  data  were  available  —  might  reveal  a  some¬ 
what  modified  picture  of  relative  changes  in  these 
trade  flows  in  terms  of  volume.  However,  it  seems 
that  slackening  demand  in  western  Europe  in  1958 
may  have  been  one  factor  tending  to  check,  at  least 
temporarily,  the  previous  steady  growth  of  east-west 
European  trade.  Moreover,  the  demand  of  the 


See  this  Bulletin,  Vol.  1 1,  No.  2,  p.  29. 


eastern  European  countries  for  western  European 
goods  has  been  affected  not  only  by  the  levelling-off 
of  their  export  earnings  (for  the  group  as  a  whole,  and 
for  countries  dependent  on  exports  of  primary  pro¬ 
ducts  in  particular)  in  western  Europe,  but  also  by  the 
improvements  in  supplies  of  many  key  products 
within  the  eastern  trade  area,  and  particularly  in 
export  availabilities  from  the  Soviet  Union.  This 
increase  in  intra-CMEA  trade  may  also  have  some¬ 
what  reduced  the  margin  of  supplies  of  some  goods  in 
eastern  Europe  available  for  sale  to  western  markets. 
Imports  from  overseas  countries  outside  the  eastern 
trade  area  appear  to  have  fallen  in  Czechoslovakia, 
Hungary  and  Poland,  probably  reflecting  the  lower 
export  prices  of  primary  producing  countries.  Never¬ 
theless  there  was  a  most  remarkable  rise  in  Hungarian 
and  Polish  exports  to  these  countries,  though  not  in 
those  of  Czechoslovakia. 

Although  a  number  of  temporary  factors  have 
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Table  25 

Percentage  increase  of  foreign  trade  turnover  in  the  1959  plans  and  trade  agreements 
of  eastern  European  countries  and  the  Soviet  Union 


1  Plans  1 

Trade  agreements 

Country 

Total 

world 

Eastern 

area 

Western 

area 

.5 

'Sc 

Cj 

Bulgaria . 

56 

46 

200 

3 

QQ 

O 

o 

C 

cd 

Czechoslovakia . 

10 

11 

7 

.5  1 

I  U 

o 

a 

Eastern  Germany  ... 

11 

12 

9 

57 

(20) 

25 

(18) 

u 

cS 

U 

>» 

Hungary . 

(14) 

(18) 

(6) 

76 

(60) 

(6) 

55 

(25) 

rt 

to 

c 

3 

a: 

Poland . 

(i) 

19 

40 

30 

(20) 

22 

(13) 

33 

(25) 

73 

C 

a 

"o 

Rumania . 

17 

45 

(25) 

37 

(25) 

c 

eo 

E 

3 

Oi 

c 

o 

c 

p 

Soviet  Union . 

20 

5 

17 

30 

(15) 

25 

(13) 

3> 

*> 

o 

Mainland  China . 

12 

5 

10 

10 

20 

Sources :  Official  press  releases  on  plans  and  trade  agreements. 

Not*.  —  The  percentage  increase  of  turnover  foreseen  for  1959  in  the 
trade  agreement  between  any  pair  of  countries  can  be  found  at  the  intersection 


of  columns  and  rows  designating  the  respective  trade  partners.  The  percen¬ 
tage  referring  to  the  latest  known  version  of  a  clan  or  trade  agreement  is 
given  without  parentheses,  whereas  the  figures  in  parentheses  refer  to  any  known 
initial  version  of  the  same  plan  or  trade  agreement. 


undoubtedly  contributed  to  the  levelling-off  of  the 
value  of  eastern  European  countries’  trade  with 
western  Europe  in  the  first  half  of  this  year,  the 
apparent  tendency  for  intra-CMEA  trade  (and  trade 
with  other  socialist  countries)  to  rise  faster  than  east- 
west  European  trade  conforms  with  the  indications 
of  future  trends  so  far  given  in  the  long-term  pro¬ 
duction  and  trade  plans  and  trade  agreements  of  the 
eastern  European  countries  and  the  Soviet  Union.’® 
Moreover,  the  revisions  already  announced  of  the 
original  trade  plans  and  trade  agreements  for  1959 
suggest  that  additional  possibilities  of  expansion  of 
intra-eastern  European  trade  have  been  discovered 
in  the  course  of  negotiations,  within  CMEA  and 
bilaterally  (see  Table  25).  Whether  these  have 
resulted,  on  balance,  in  a  reorientation  or  in  an 
expansion  of  over-all  trade  plans  is  not  clear. 

Changes  in  the  Commodity  Composition  of  Trade 

Agreements  on  specialization  of  production  in  the 
machinery  and  equipment  fields  reached  during 
recent  years  under  the  auspices  of  the  CMEA,” 


’•See  this  Bulletin,  Vol.  11,  No.  1,  pp.  55-56. 
”See  the  Bulletin,  Vol.  11,  No.  1,  pp.  57-65. 


together  with  the  raising  of  rates  of  investment  in  all 
countries  of  the  area,  have  contributed  to  an  increase 
this  year  in  the  share  of  this  sector  in  the  trade  of 
several  (and  probably  all)  countries  of  the  area. 
Czechoslovakia  has  bought  abroad  15  per  cent  more 
machinery  in  the  first  half  of  the  year  than  in  the 
same  months  of  1958  ;  in  Hungary,  75  per  cent  of 
the  planned  increment  of  imports  this  year  consists 
of  machinery ;  Polish  exports  of  machinery  to  the 
Soviet  Union  are  to  rise  by  30  per  cent  (as  compared 
with  an  increase  of  13  per  cent  in  total  exports  to 
that  country),  and  Hungary  alone  is  to  deliver  to  the 
Soviet  Union  twenty-seven  complete  factories  this 
year.  The  major  part  of  deliveries  under  the  revised 
trade  agreements  of  eastern  Germany  and  Poland  to 
such  countries  as  Hungary  and  Rumania  is  to  consist 
of  machinery. 

Trade  in  consumer’s  goods  also  appears  to  be 
expanding,  but  imports  still  play  only  a  marginal  role 
in  providing  supplies  to  the  consumer  in  all  countries 
of  the  area.  Trade  in  manufactured  (including  metal- 
made)  consumers’  goods  could  be  greatly  expanded 
by  a  better  utilization  of  existing  capacities,  an  in¬ 
crease  of  raw  material  supplies  and  an  improvement 
of  the  market ;  and  special  agreements  between  trade 
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organizations  covering  exchanges  of  consumers’ 
goods,  as  well  as  direct  barter  agreements  between 
domestic  trade  organizations,  are  helping  to  expand 
such  trade.  Most  countries  still  seem  reluctant  to 
allocate  much  more  than  the  unavoidable  minimum 
of  scarce  foreign  exchange  for  food  imports ;  but, 
following  good  harvests  in  Bulgaria,  Rumania  and 
Hungary,  it  appears  that  Czechoslovakia,  eastern 
Germany  and  Poland  are  prepared  to  import  increased 
quantities  of  meat,  other  livestock  products  and 
fruits  and  vegetables  from  the  countries  with  export¬ 
able  surpluses. 

The  development  of  Czechoslovakia’s  trade  in  the 
first  half  of  this  year  provides  an  illustration  of  some 
of  the  tendencies  fairly  generally  apparent  in  the 
area  :  a  rapid  expansion  of  trade  in  machinery  and 
equipment,  with  increasing  specialization  resulting 
in  rising  imports  even  into  the  most  industrialized 
countries  of  the  area ;  rapidly  growing  trade  in 
consumers’  manufactures ;  and  a  tendency  towards  a 
smalt  increase  in  net  imports  of  foodstuffs  and  of 
fuels  and  raw  materials,  especially  in  the  more 
industrialized  countries. 


Commodity  composition  of  exports  and  imports  of  Czechoslovakia 
Millions  of  current  dollars 


Exports 

Imports 

First  half 

First  half 

1958  1959 

1958  1959 

Machinery  and  equipment  .  .  .  . 

313 

380 

no 

126 

Fuels  and  raw  materials . 

252 

243 

376 

383 

Unprocessed  and  processed  food  . 

51 

50 

160 

169 

Consumers’  manufactures  .  .  .  . 

130 

158 

26 

77 

Total  .  .  . 

746 

831 

672 

695 

Source :  Economic  News  Service,  Prague,  No.  9,  1959. 


The  same  tendencies  appear  also  in  Hungarian 
trade.'^’^“ 


Index  numbers  for  January-August  1959  (January- 
August  1958  =  100)  show  the  following  changes  in  the  com¬ 
modity  composition  of  trade: 

Exports  Imports 


Machinery  and  equipment .  110  173 

Fuels  and  raw  materials .  109  o  103  n 

Unprocessed  and  processed  food  ....  100 

Consumers’  manufactures .  135  154 


_ _  114  120 

Source  :  Kiilkereskedelem,  No.  10,  1959,  pp.  32-33. 
o  Shares  in  total  trade  in  the  year  1958  were  75  per  cent  for  exports  and  30  per 
cent  for  imports. 


8.  The  Balance  of  Consumers’  Incomes  and  Supplies  in  Eastern  Europe  and  the  Soviet  Union 


As  was  noted  in  an  earlier  issue  of  this  Bullet  in, 
the  plans  of  all  eastern  European  countries  and  the 
Soviet  Union  provided  for  significant  increases  in 
personal  consumption  during  1959,  after  a  year  in 
which,  in  several  countries,  there  had  been  little  more 
than  a  consolidation  of  earlier  gains.  Increases  in 
personal  money  incomes  were  granted  in  most  coun¬ 
tries  ;  but  most  of  the  governments  concerned  appar¬ 
ently  hoped  to  limit  these  virtually  to  increments  which 
played  a  direct  part  in  bringing  about  desired  reforms 
of  the  structure  of  wages  and  of  social  security 
benefits,  thus  ensuring  scope  for  retail  price  reductions 
(in  Czechoslovakia  and  eastern  Germany,  for  ex¬ 
ample)  or  at  least  the  maintenance  of  over-all  price 
stability.  In  most  countries  it  could  be  expected  that 
saving  and  investment  —  particularly  in  housebuilding 
—  out  of  personal  incomes  would  continue  to  increase ; 
but  it  seemed  clear  that  considerable  flexibility  in 
adjusting  relative  prices  and  production  patterns  for 
consumers’  goods  would  be  required,  in  most  coun¬ 
tries,  if  either  intensified  scarcities  of  particular  pro¬ 
ducts,  or  higher  import  bills  than  had  been  planned, 
were  to  be  avoided. 

Changes  in  Aggregate  Money  Incomes  and  Retail 

Sales 

In  the  event,  the  monthly  wage  bill  in  Czecho- 

Vol.  11,  No.  1,  pp.  1-4  and  15-20.  See  also  the  Survey  for 
1958,  Chapter  I,  section  2. 


Slovakia  rose  in  the  first  half  of  this  year  as  planned 
(see  Table  26),  so  that  per  capita  money  incomes 
outside  agriculture  increased  by  2  per  cent  over  the 
level  of  the  first  half  of  1958  ;  and  the  growth  of 
consumption  has  been  restrained  sufficiently  to  permit 
(with  an  11  per  cent  higher  volume  of  industrial 
output)  not  only  a  nearly  20  per  cent  increase  in 
domestic  fixed  investment  over  the  corresponding 
period  of  1958,  but  also  the  faster  growth  of  exports 
than  of  imports  noted  in  the  preceding  section.  In 
Hungary,  the  10  per  cent  rise  in  incomes  outside 
agriculture  in  the  first  half  of  this  year  includes  some 
speeding-up  of  the  slow  growth  of  per  capita  money 
wages  recorded  in  1958,'^®  and  a  more  significant 
improvement  in  social  security  benefits. 

The  situation  in  Poland  differs  markedly  from  that 
in  the  two  countries  just  mentioned,  in  that  total 
personal  money  incomes  have  risen  much  faster  than 
planned,  and  that  this  has  occurred  after  a  year  in 
which  the  increase  was  also  relatively  rapid  —  though 
very  much  less  than  in  1957  —  and  benefited  the  farm 
population  far  more  than  others.  This  has  led  to 
some  strains  in  the  market  for  consumers’  goods, 
discussed  further  below. 


The  rise  in  total  non-farm  incomes  in  the  first  ha' C  of  1958 
over  the  level  in  the  same  months  of  1957,  shown  in  the  table,  is 
due  mainly  to  the  effect  of  increases  granted  before  the  end  of 
1957.  On  the  average,  per  capita  money  wages  in  1958  were 
about  3  per  cent  greater  than  in  1957  (see  this  Buuetin,  Vol.  11, 
No.  1,  p.  17,  Table  9). 
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Table  26 

Money  incomes  and  retail  sales  “  in  some  eastern  European  countries  and  the  Soviet  Union 

Millions  of  national  currencies  at  current  prices,  and  index  numbers 


* 


1958 

1959 

1959 

Index  (same  period  of  previous 
year  =  100) 

First  half 

Plan 

1958 

1959  1 

1959 

First  half  | 

Plan 

Bulgaria 

Retail  sales  in  state  and  co-operative  sectors . 

7.2 

8.7 

18.6 

110 

121  b 

123 

Czechoslovakia 

Wage  bill  in  the  socialist  sector  « . 

33.9 

35.3 

73.2 

102 

104 

104 

Retail  sales  in  state  and  co-operative  sectors . 

42.2 

44.0  4 

94.5 

100 

104 

105 

of  which  :  Food . 

24.2 

25.0 

100 

103 

Non-food . 

18.0 

19.0 

100 

106 

Eastern  Germany 

Total  retail  sales . 

17.0 

19.1 

42.3 

107 

112 

111 

of  which  :  Food . 

9.8 

11.0 

23.4 

107 

112 

108 

Non-food . 

7.2 

8.1 

18.9 

107 

112 

115 

Hungary 

Centrally  flnanced  money  incomes: 

Wages  and  other  personal  incomes . 

23.86 

26.15 

51.0 

113 

no 

104 

Purchases  from  and  advances  to  farmers . 

4.90 

5.18 

12.8 

104 

106 

109 

Total . 

28.76 

31.33 

63.8 

111 

109 

105 

Total  retail  sales . 

25.91 

28.01 

58.8 

109 

108 

106 

Poland 

Wage  fund  of  socialist  sector . 

57.0 

62.7 

128.9 

106 

no 

104 

Family  allowances . 

3.8 

3.9 

7.8* 

118 

103 

101 

Old-age  pensions . 

3.0 

4.6 

8.7* 

125 

155 

126 

Total  of  wages  (including  family  allowances)  and  pensions  .  .  . 

63.8 

71.2 

145.4 

108 

112 

105 

State  purchases  from  farmers  * . 

20.0 

22.0 

50.1 

123 

no 

107 

Total . 

83.8 

93.2 

195.5 

no 

111 

106 

Retail  sales  in  state  and  co-operative  sectors . 

87.3 

99.3 

208.4 

no 

114 

no 

Soviet  Union 

Retail  sales  in  state  and  co-operative  sectors  (excluding  commission 

sales)  . 

315 

338 

345/ 

108 

107 

Sources:  Plans;  plan  fulfilment  reports;  statistical  yearbooks;  quarterly 
and  monthly  statistical  bulletins;  and  Sovetskaya  torgovlya,  13  Octolwr  1959. 

Note.  —  For  comparison  with  earlier  periods,  see  Economic  Bulletin  for 
Europe,  Vol.  10,  No.  2,  p.  9,  Table  5. 
u  Including  catering  establishments. 

^  It  was  stated  in  the  plan  fulfilment  report  that  the  increase  was  16.2  per 
cent  in  constant  prices. 


In  Albania,  money  wages  have  so  far  risen  by  some 
5  per  cent  this  year  in  consequence  of  productivity 
increases ;  and  considerable  price  reductions  at  the 
end  of  April  should  add  to  the  growth  of  real  incomes. 
As  a  result  of  these  price  cuts,  the  retail  price  index 
should  fall  by  about  6  per  cent and  in  the  first 
nine  months  of  the  year  retail  turnover  rose  by  17  per 
cent. 

The  reductions  announced  for  bread  and  flour  are  of  the 
order  of  20  per  cent,  for  milk  10  per  cent,  butter  and  cheese  3-8 
per  cent,  vegetable  oils  15-17  per  cent,  potatoes  18  per  cent, 
wine  4-7  per  cent;  and  there  are  other  minor  reductions  in  food 
prices.  Wide-ranging  and,  in  some  cases,  considerable  price 


c  Wages  of  all  employees  (excluding  apprentices  and  members  of  co-operative 
farms),  excluding  payments  for  long  service  and  fees  for  professional  services. 
4  In  1959,  including  expenditure  of  the  population  for  services. 
r  Excluding  state  farms. 

/  Plan  for  the  first  half  of  1959.  The  plan  for  the  third  quarter  was  originally 
set  at  185  billion  roubles,  but  then  raised  to  187.6  billion.  Actual  sales 
were  183.7  billion  roubles. 


No  data  on  actual  increases  in  wages  or  other 
money  incomes  in  the  early  months  of  1959  have  yet 
been  published  in  other  countries  of  the  area.  In 
eastern  Germany,  a  rise  in  the  general  retail  price 
level,  together  with  increases  in  the  money  wage  bill 
(of  some  6-8  per  cent  over  the  1958  level)  and  in 
social  security  benefits,  was  expected  this  year ;  and 
the  growth  of  retail  sales  in  the  first  half  year,  shown 


reductions  were  also  announced  for  cotton  clothing  (5  per  cent) 
and  many  other  manufactured  goods  {Zeri  i  popullit,  28  April 
1959). 

**  See  this  Bulletin,  Vol.  11,  No.  1,  pp.  15-16. 
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in  Table  26,  is  consistent  with  these  expectations  and 
with  some  rise  in  per  capita  real  incomes. 

For  both  Bulgaria  and  the  Soviet  Union  the  in¬ 
creases  in  retail  sales  shown  in  the  table  provide  only 
a  very  approximate  indicator  of  the  growth  of  either 
money  or  real  incomes.  Money  incomes  in  both 
countries  are  being  increased  this  year  by  the  trans¬ 
formation  of  payments  in  kind  for  collective-farm 
labour  into  money  wages,  and  the  share  of  consump¬ 
tion  passing  through  the  retail  trade  network  is  cor¬ 
respondingly  increasing.^-  In  the  Soviet  Union  the 
percentage  increment  to  earnings  from  advances  in 
productivity  is  normally  rather  less  than  the  growth 
of  productivity  —  which  has  risen  by  8  per  cent  in 
the  first  nine  months  of  this  year.  Money  incomes 
of  farmers  have  almost  certainly  risen  faster  than 
urban  wages.  Retail  sales  in  rural  areas  have  increased 
by  10  per  cent  as  compared  with  the  ccuntry-wide 
average  of  8  per  cent ;  and  the  difference  seems  too 
large  to  be  due  simply  to  the  widening  coverage  of 
retail  trade  in  the  countryside.  In  Bulgaria,  the  21  per 
cent  rise  in  value,  and  16  per  cent  increase  in  the 
volume,  of  retail  trade  in  the  first  half  of  this  year 
must  be  greater  than  the  rise  in  money  or  real 
incomes. 

The  last  stage  of  the  extension  of  the  seven-hour 
day  to  all  state  enterprises,  which  began  on  1  October 
1959  ^  —  increasing  leisure  without  reducing  dispos¬ 
able  incomes  —  implies  an  eventual  14  per  cent 
increase  in  hourly  wage  rates  in  the  Soviet  Union. 
However,  the  accompanying  changes  in  norms  and 
wage  tariffs  may  have  some  offsetting  effect  on  total 
money  earnings.  Real  incomes  will  be  increased  by 
the  price  reductions  of  1  July  1959,  estimated  to  be 
equivalent  to  6  billion  roubles  of  annual  purchasing 
power  or  about  1  per  cent  of  retail  trade  turnover.®^ 
The  introduction  of  deferred  payments  schemes  for 
purchases  of  durable  goods  has  also  increased 
consumers’  purchasing  power,  and  has  been  followed 
by  a  raising  of  the  plan  for  production  of  consumers’ 
durable  goods,  and  for  retail  sales,  in  the  later  months 
of  this  year.®" 


**  The  progressive  reduction  of  private  livestock  breeding  also 
increases  the  share  of  commodities  entering  into  consumption 
through  the  market.  A  decree  of  the  Russian  Federation  has 
required  workers  in  scheduled  towns  to  sell  any  livestock  they 
may  possess  to  collective  and  state  farms  by  10  October  1959. 

The  seven-hour  day  was  introduced  in  the  mining,  metal¬ 
lurgical  and  chemicals  industries  last  year,  and  then  into  the 
engineering,  oil  and  gas  industries  (see  this  Bulletin,  Vol.  10, 
No.  3,  p.  41). 

**  Wine  and  fruit  prices  were  reduced  by  19-20  per  cent,  those 
of  nylon  stockings,  bicycles,  watches,  clocks,  certain  radiograms 
and  certain  cameras  by  between  16  and  21  per  cent.  Prices  of 
toys  were  also  cut. 

Enthusiastic  buying  of  consumers’  durables  on  deferred  pay¬ 
ment  terms  has  been  reported  (Sovetskaya  torgovlya,  10  October 
1959)  and  the  original  plan  for  output  in  the  fourth  quarter  has 
been  raised  by  647  million  roubles,  or  some  6  per  cent. 


Wage  and  Other  Income  Policies  in  Rumania 

In  Rumania,  money  incomes  were  stabilized  in 
1958  and  the  early  months  of  this  year,  mainly 
because  of  last  year’s  bad  harvest ;  but  the  policy  of 
expanding  personal  consumption  was  resumed  once 
the  good  harvest  of  1959  became  apparent.  Measures 
decided  by  the  Central  Committee  of  the  Rumanian 
Workers’  Party  at  its  July  session  represent  the  con¬ 
cluding  stage  of  the  comprehensive  wage  and  social 
security  reform  initiated  in  1956®'^  and  apparently 
then  delayed  by  the  subsequent  relatively  small  ex¬ 
pansion  of  output  and  consumers’  supplies.®'^  The 
effects  of  the  reform,  in  both  its  earlier  and  its  latest 
stage  (starting  August  1959)  can  be  summarized  as 
follows,  so  far  as  the  paucity  of  data  allow ;  ®® 

Increases  in  money  incomes  and  the  income  effect 
of  price  reductions 


1958/59  to  1959/60  1955  to  1959/60 


Billion 

lei 

Percentage 

Billion 

lei 

Percentage 

Nominal  wage  bill  “  .  . 

2.9* 

10*-12* 

8.6 

40M5* 

Pensions . 

1.8 

113 

2.9 

580 

Total  wages  and  pensions 

4.7* 

15*-17* 

11.5 

60*-65* 

Children’s  allowances  . 
Farmers’  receipts  from 

— 

— 

1.6 

sales  to  the  state  .  . 
Addition  to  real  income 

2.2  c 

38  c 

from  price  reductions 

1.0 

1.5 

Source :  M.  Gheorghiu-Dej’s  speech,  reported  in  Scinteia,  16  July  1959. 
o  Real  wages  are  stated  to  have  increased  by  30  per  cent  between  1955  and  1959. 

Including  the  effect  of  income  tax  reductions. 

Increases  in  1958  over  1955. 

The  concluding  stage  of  the  wage  reform  primarily 
favours  those  wage-earners  who  had  not  benefited  at 
earlier  stages  —  workers  receiving  an  additional  income 
of  1.7  billion  lei  and  salary  earners  1.2  billion  lei. 
The  related  tax  reform  implies  a  change  towards  a 
more  egalitarian  wage  distribution  by  granting  full 
exemption  for  incomes  below  500  lei  per  month,  no 
reduction  for  incomes  above  1,500  lei  per  month  and 
reductions  decreasing  with  the  rise  of  income  in  the 
intermediate  range.  The  increase  in  net  income  is 
greatest  for  teachers,  trade  personnel,  commissioned 


**  See  the  Survey  for  1956,  Chapter  I,  pp.  33,  34  and  38. 
Official  index  numbers  of  national  income  (product)  and  of 
retail  sales  are  (1955  =  100): 


1956 

1957 

1958 

National  income . 

Retail  trade  turnover: 

93 

108 

114 

Socialist  trade  (volume) . 

Peasant  markets  and  private  trade 

113 

119 

117 

(value) . 

109 

109 

Source  :  1959  Statistical  Yearbook,  pp.  81  and  234;  Dezvoltarea  economiei 
RPR  pe  drumul  socialismului  1948-1957,  p.  347. 

**  These  estimates  can  be  regarded  as  showing  only  rough 
orders  of  magnitude  of  changes.  No  regular  data  on  wages  and 
other  incomes  or  retail  price  levels  are  published;  and  com¬ 
parison  of  isolated  figures,  usually  imprecisely  defined,  is 
difficult. 
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pnd  non-commissioned  oflBcers,  and  foremen  in  in¬ 
dustry.®* 

The  pensions  reform  raised  the  ratio  of  the  average 
pension  rate  to  the  average  worker’s  wage,  which  had 
deteriorated  from  69  per  cent  in  1948  to  38  per  cent 
in  1958.  The  minimum  monthly  old-age  pension  has 
been  raised  from  250  lei  in  town  (and  200  in  the 
countryside)  to  350  lei,  and  the  highest  pension  from 
700  (900  after  strenuous  or  unhealthy  employment)  to 
1,2(X)  lei.  The  average  increase  is  expected  to  be 
some  63  per  cent.®*  The  full  pensions  due  to  workers 
at  the  age  of  60  years,  after  25  years  of  active 
employment,  will  in  future  be  as  follows  :  ®^ 


Monthly  pension 


Monthly  average 
basic  wage  ^  in  lei 

Percentage 
of  wage 

Minimum 
in  iei 

Below  500  .... 

90 

375 

501-600  . 

85 

450 

601-700  . 

80 

510 

701-800  . 

75 

560 

801-900  . 

70 

600 

901-1,200  .... 

65 

630 

Over  1,200  ... 

60 

780 

Source :  Scinteia,  2 

August  1959. 

o  Either  average  wage  in  last  year  of  service  or  any 
five-year  average  in  the  last  ten  years  of  service. 

The  retail  price  adjustment  in  Rumania  (effective 
10  August)  has  implied  both  price  increases  and  price 
reductions,  officially  estimated  to  raise  consumers’ 
annual  purchasing  power  by  1  billion  lei  (net)  or  3 
per  cent  of  the  total  value  of  retail  trade.  No 
details  of  the  price  increase  have  been  published,  but 
price  reductions  apply  to  2,600  commodities.*^  The 
earlier  small  price  reductions  have  frequently  been 

Examples  of  increases  in  net  annual  incomes  resulting  from 
the  latest  wage  and  tax  changes  are  as  follows  (percentages) : 

Lowest-paid  All 
categories  categories 


Teachers  (net  incomes) .  40  30 

Trade  personnel  (net  incomes)  .  30  20 

Commissioned  and  non-commissioned  ofiicers 

(gross  incomes) .  ..  15-22 

Foremen  in  industry  (gross  incomes) .  . .  20 

Administrative  personnel,  engineers,  technicians 

(net  incomes) .  20  It 

Workers  in  socialist  industry  (gross  incomes)  .  .  .  16-18  10 

Members  and  workers  of  artisan  co-operatives 
(gross  incomes) .  . .  5-17 


Source  :  Scinteia,  16  July  and  8  August  1959. 

Furthermore,  accident  and  sickness  allowances  have  been 
increased  by  48  per  cent,  pensions  of  war  invalids,  orphans  and 
widows  by  41  per  cent,  and  those  of  soldiers  and  their  dependants 
by  52  per  cent. 

»i  Percentage  rates  and  minimum  pensions  are  about  10  per 
cent  higher  for  workers  in  very  strenuous  or  unhealthy  employ¬ 
ment  and  about  5  per  cent  lower  for  employees  and  other 
personnel.  For  women,  the  retiring  age  is  55  and  the  period  of 
employment  required  before  a  full  pension,  20  years. 

Price  reductions  are  5-15  per  cent  for  radio  sets;  15-25  per 
cent  for  soap,  alcoholic  beverages,  imported  china  and  enamel 
ware,  articles  made  of  plastics  and  imported  bicycles;  25-35  per 
cent  for  chocolate,  tea,  coffee  and  cocoa.  Ranges  are  even  wider 
for  other  commodities  (e.g.,  for  textiles  and  footwear  they  vary 
between  6  and  45  per  cent). 


more  than  offset  by  price  increases,  as  the  following 
index  numbers  show  (1955  =  100) : 

1956  1957  1958 

Retail  turnover  in  socialist  trade  .  .  . 


At  current  prices . 110  124  124 

At  unchanged  prices . 113  119  117 

Derived  retail  price  index .  97  104  106 


Source :  1959  Statistical  Yearbook. 

However,  this  year’s  good  harvest  has  improved  the 
chances  that  the  new  price  reductions  can  be  main¬ 
tained,  since  it  will  not  only  increase  domestic  food 
supplies,  but  also  make  possible  additional  imports, 
both  of  materials  and  equipment  for  light  intlustry 
and  of  consumers’  goods.  The  expansion  of  some 
heavy  industries  (especially  engineering,  chemicals 
and  oil  refining)  should  also  help  to  raise  exports  and 
import  possibilities. 

Income  Inflation  and  Meat  Scarcity  in  Poland 

The  additions  to  the  wage  bill  in  the  first  half  of 
this  year  in  Poland  were  actually  greater  than  those 
planned  for  the  whole  twelve  months  —  5.7  billion 
zlotys,  compared  with  5.5  billion  planned  for  the  year. 
Over-fulfilment  of  plans  for  production  of  investment 
goods  and  for  construction  contributed  to  this  excess. 
In  addition,  over-spending  of  the  wage  fund,  as  a 
result  of  loose  fixing  of  wage  norms  and  overtime 
payments,  was  particularly  marked  in  the  chemicals, 
building  materials,  construction,  mining  and  textiles 
industries ;  but  it  spread  to  the  whole  industrial  eco¬ 
nomy  and  beyond.  This  over-spending  was  already 
apparent  in  the  first  quarter  and  gathered  momentum 
in  the  following  months :  at  the  same  time,  scKial 
security  benefits  rose  sharply,  as  planned  (see  Table 
26). 

Personal  saving  seems  to  have  continued  to  increase, 
as  evidenced  by  a  rise  in  savings  deposits  by  2.5  billion 
zlotys  in  the  twelve  months  ending  mid-1959 ;  and 
housebuilding  and  investment  in  private  farms  has 
also  absorbed  some  of  the  rise  in  personal  incomes. 
Supplies  of  manufactured  consumers’  goods,  includ¬ 
ing  consumers’  durables,**  have  continued  to  rise ; 
but  this  has  not  sufficed  to  prevent  a  rapid  increase 
in  demand  for  meat. 

Some  reduction  of  meat  supplies  could  have  been 


Supply  plans  for  metal-made  consumers’  goods  are  as 
follows  (in  thousands): 


1959 

Output 

Plan 

Imports 

Percentage  increase 
in  total  supplies, 
1958  to  1959 

Sewing  machines  .  .  . 

182 

19 

124 

Refrigerators  .... 

30 

11 

126 

Washing  machines  .  . 

.  370 

61 

163 

Radio  sets . 

.  800 

5 

95 

Television  sets  .... 

.  120 

42 

165 

Bicycles  . 

.  420 

426 

91 

Motor-cycles  .... 

.  105 

40 

116 

Sources  :  Statistical  yearbook;  Statystyka  Handlu  Zagranicznego, 
1958;  and  Trybuna  Ludu,  18  September  1959. 
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foreseen.  The  fall  in  pig  numbers  early  in  the  year 
(see  Table  20,  above)  presaged  a  decline  in  meat 
output ;  and  total  marketed  supplies  of  meat  this 
year  are  now  expected  to  be  about  4  per  cent  lower 
than  in  1958.  Domestic  procurements  will  be  some¬ 
what  diminished,  and  exports  cannot  be  much  reduced 
in  view  of  contractual  obligations  and  the  need  to 
maintain  a  footing  in  foreign  markets : 

Production  and  exports  of  meat  in  Poland 
Thousands  of  tons 


1956 

1957 

1958 

Expected 

J959 

Total  output . 

1  370 

1  499 

1  625 

1  550 

Exports . 

90 

83 

121 

100 

Supplies  to  home  marke' 

1  280 

1  416 

1  504 

1  450 

Source  :  Statistical  y<  lok;  and  Trybuna  Ludu,  18  August  19S9. 

In  the  first  half  of  the  year,  drawings  on  stocks  and 
imports  nevertheless  enabled  the  volume  of  retail  sales 
of  meat  to  rise  by  12  per  cent ;  but  in  July  only  the 
1958  volume  of  supplies  to  the  market  could  be  main¬ 
tained.  In  August  the  volume  dropped  25  per  cent 
below  that  of  August  1958,  and  the  Government 
attempted  to  check  the  growth  of  consumption  by 
decreeing  “  meatless  Mondays  ”. 

With  incomes  rising,  it  should  have  been  possible 
to  foresee  a  rapid  growth  of  demand  for  meat. 
However,  the  magnitude  of  the  rise  in  consumption 
in  the  first  half-year  suggests  an  even  higher  income 
elasticity  of  demand  than  earlier  evidence  had  indi¬ 
cated.^^ 

The  measures  now  being  taken  to  deal  with  this 
situation  include  increases  in  meat  prices  —  differ¬ 
entiated  so  as  to  correct  the  earlier  very  narrow 
range  of  variation  according  to  quality  —  of  from  8 
to  33  per  cent  for  carcase  meat,  and  fron>  13  to  50  per 
cent  for  meat  products.®"  The  average  increase  for 
all  carcase  meat  is  25  per  cent,  for  pork  28  per  cent, 
for  beef  14  per  cent  and  for  veal  9  per  cent,  following 
increases  of  beef  and  veal  prices  in  June  of  some 
25-30  per  cent  and  30-35  per  cent,  respectively.  Aver¬ 
age  prices  of  preserved  meat  have  been  raised  by 
25  per  cent  and  of  canned  meat  by  40  per  cent. 

Wage  incomes  are  to  be  kept  under  tighter  control 
in  future  through  an  increase  of  those  wage  norms 
which  were  particularly  low ;  and  peasants’  excess 
purchasing  power  is  to  be  reduced  by  the  collection 
of  tax  arrears  (5  billion  zlotys)  equal  to  10  per  cent 
of  all  farm  receipts  from  sales  to  the  official  procure¬ 
ment  agencies. 


»*  See  this  Bulletin,  Vol.  11,  No.  1,  pp.  18-19;  and  the  Survey 
for  1958,  Chapter  IV,  p.  34.  The  Minister  of  Internal  Trade 
stated  in  March  (Nowe  Drogi,  No.  3,  1959)  that  as  much  as 
one-quarter  of  additional  income  in  the  middle  income  range 
was  ^ing  spent  on  meat. 

•®  Decree  of  Council  of  Ministers,  Trybuna  Ludu,  18  October 
1959, 


The  Consumers’  Market  in  Other  Countries  of  the 

Area 

Before  the  latest  price  increases,  meat  was  a  rela¬ 
tively  cheap  food  in  Poland,  compared  with  its 
ranking  in  the  price  structure  for  consumers’  goods  in 
western  European  countries.®®  It  was  aho  relatively 
cheaper,  in  terms  of  some  other  basic  foods,  than  in 
some  eastern  European  countries,®'^  but  pressure  on 
meat  supplies  is  nevertheless  not  confined  to  Poland. 
In  Czechoslovakia,  shortages  are  reported,  particularly 
in  provincial  towns,®*  though  total  supplies  have  been 
maintained  at  slightly  above  last  year’s  level  by  means 
of  a  rise  of  some  11,600  tons,  or  26  per  cent  of  the 
corresponding  1958  volume,  in  imports  of  meat  in  the 
first  seven  months  of  this  year.  In  eastern  Germany, 
retail  sales  of  meat  and  meat  products  were  20  per 
cent  greater  in  the  first  half  of  1959  than  in  the  same 
months  of  1958.  Stocks  had  to  be  drawn  down, 
and  imports  of  beef  increased  to  three  times  the 
corresponding  1958  level,®®  in  order  to  permit  this 
rise  in  the  face  of  a  4  per  cent  fall  (20,600  tons)  in 
domestic  procurements ;  and  in  October  the  authori¬ 
ties  appealed  to  the  population  to  reduce  purchases 
of  both  meat  and  butter  and  to  substitute  other 
foods.®®  “ 

Complaints  of  shortages  and  poor  quality  of  con¬ 
sumers’  manufactures  also  continue  to  be  widespread. 
The  aim  in  eastern  Germany  is  to  reach  “  world 
standards”  in  this  field  by  1961  ;  but,  although  the 
quantities  of  supplies  are  increasing  fast,  quality  is 
still  frequently  poor  in  this  country,  as  also  in  Czecho¬ 
slovakia. i®®  In  the  Soviet  Union,  the  adjustment  to 
consumers’  demand  of  production  and  distribution 
remains  a  problem.  Reports  from  the  Ukraine,^®^ 
for  example,  refer  to  unprofitable  production  and 
the  accumulation  of  stocks  of  various  goods  while 
others  remain  scarce.  Excess  production  of  drinking 
glasses  by  the  glass  works  of  Kiev,  Lvov  and  Artemov 


See  the  Survey  for  1958,  Chapter  IV,  Table  12. 

Recent  retail  price  quotations  show  the  following  ap¬ 
proximate  relationships: 

Price  of  I  kg.  of  pork  in  terms  of  other  foods 
Poland  Czechoslovakia  Eastern  Germany 


Rye  bread .  9.3  10.8  14.6 

Butter  .  0.4  0.7  0.8 

Cheese .  0.8  1.5  0.9 

Sugar .  2.3  2.9  5.1 

Potatoes .  24.6  45.2  42.2 


See  Rudd  Prdvo,  9  and  23  June  1959. 

*•  See  the  plan  fulfilment  report  for  the  first  half-year. 

Neues  Deutschland,  30  October  1959. 

See  Neues  Deutschland,  30  June  and  17  July  1959.  Accord¬ 
ing  to  the  Deputy  Chairman  of  the  State  Planning  Commission, 
“  The  statistics  [of  increases  in  retail  sales]  are  exact.  However, 
when  one  asks  the  population  if  it  is  satisfied,  one  gets  more 
criticism  than  praise.  Criticism  in  consumers’  meetings,  criticism 
in  the  press,  criticism  in  shops — serious  and  justified  criticism 
[of  composition,  quality  and  finish  of  consumers’  manufactured 
goods]  ”.  See  also  Rude  Prdvo,  25  October  1959. 

*®‘  See  Pravda  Ukrainy,  9  June  1959. 
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is  contrasted  with  the  impossibility  of  obtaining  regular 
supplies  of  glass  dishes,  siphons  for  soda  water,  lamp¬ 
shades  and  mirror  glass ;  and  production  of  bicycles 
in  excess  of  demand  coincides  with  an  acute  shortage 
of  spare  parts,  making  it  profitable  for  shops  to 
dismantle  bicycles  and  to  sell  the  parts  retail  (even 
if  the  frame  cannot  be  sold).  Since  the  publication 
in  March  1958  of  a  special  programme  for  furniture- 
making,'®^  which  set  a  1960  target  65  per  cent  above 
the  1957  level,  the  output  of  this  sector  has  rapidly 
expanded  :  a  23  per  cent  increase  was  shown  in  1958, 
and  one  of  a  further  26  per  cent  in  the  first  nine 
months  of  1959.  The  Seven-year  Plan  envisages  a 
2.4-fold  increment,  but  the  nation-wide  shortage  of 
furniture  will  only  slowly  be  remedied,  since  about 
75  per  cent  of  furniture  output  during  this  period  will 
be  needed  for  equipping  new  apartments.^®^ 
Nevertheless,  it  remains  true  that,  despite  the  gen- 

See  this  Bulletin,  Vol.  10,  No.  3,  pp.  28-29. 

See  Derevoobrabotyvayuschaya  Promyshlennost,  No.  7, 
1959,  p.  3.  The  value  of  gross  output  will  be  18  billion  roubles 
in  1965. 


eral  rise  in  the  share  of  investment  in  total  resources 
this  year,  a  rather  better  balance  in  the  consumers’ 
market  than  in  1957  continues  wherever  data  are 
adequate  to  permit  an  assessment  of  the  situation.^®^ 
Moreover,  this  balance  has  been  held  with  consump¬ 
tion  of  material  goods  and  —  to  a  lesser  extent  — 
consumers’  services  still  rising,  even  if  slowly  in  some 
countries  ;  and  increasing  investment  in  housebuilding 
is  gradually  improving  standards  in  that  sector.  In 
the  Soviet  Union  the  area  of  centrally  planned  new 
dwellings  completed  was  13  per  cent  greater  in  the 
first  half  of  1959  than  in  the  same  months  of  last 
year ;  in  Czechoslovakia  and  Hungary  the  number  of 
completions  was  higher  by  more  than  one-third,  and 
in  eastern  Germany  by  45  per  cent.  Unusually  fine 
weather  played  a  part  in  these  achievements,  but  they 
undoubtedly  offer  a  prospect  of  good  results  for  the 
year  as  a  whole. 

*“*  At  the  present  time,  insufficient  data  for  this  purpose  are 
published  in  Bulgaria  and  Rumania,  though  in  the  former 
country  price  reductions  have  been  reported  for  some  manu¬ 
factured  consumers’  goods. 
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A  NOTE  ON  SOME  ASPECTS  OF  NATIONAL  ACCOUNTING  METHODOLOGY 
IN  EASTERN  EUROPE  AND  THE  SOVIET  UNION 


Introduction 


In  the  eastern  European  countries  and  the  Soviet 
Union  the  range  of  published  national  accounts 
statistics  varies  from  a  single  index  number  of  natio¬ 
nal  income  in  the  Soviet  Union  to  the  very  compre¬ 
hensive  “  White  Papers  ”  published  by  the  Central 
Statistical  Office  of  Poland  for  the  years  1954  to  1957.^ 
Attention  has  often  been  drawn  in  past  issues  of  the 
Economic  Survey  of  Europe  and  the  Economic 
Bulletin  to  various  aspects  of  the  construction  and 
interpretation  of  such  eastern  European  and  Soviet 
national  accounts  as  have  been  published  and,  in 
particular,  to  the  dangers  inherent  in  inter-country 
comparisons  of  estimated  trends  and  structures  of 
national  income  both  between  planned  and  non- 
planned  economies  and  even  among  the  planned 
economies  themselves.-  This  note  attempts  to 
consolidate  and  carry  somewhat  farther  the  comments 
made  in  the  past,  in  the  light  of  newly  available 
information ;  such  numerical  examples  as  are  given 
have  inevitably  been  taken  from  the  accounts  of 
those  countries  —  Poland  and  Hungary  —  which  pub¬ 
lish  the  greatest  volume  of  quantitative  data.^ 

It  should  be  borne  in  mind  that  national  income 
and  expenditure  accounts  form  —  in  the  planned 
economies  of  eastern  Europe  and  the  Soviet  Union  — 
only  a  part  of  a  wider  system  of  so-called  “  national 
balances  of  the  economy  ”,  which  includes  the  balance 


*  Dochdd  narodowy  Polski  1954  i  1955,  Warsaw,  1957;  and 
Dochod  narodowy  Polski  1956,  Warsaw,  1958  (including  pre¬ 
liminary  calculations  for  1957). 

*  See,  for  instance,  the  Survey  for  1952,  Chapter  3 ;  the 
Survey  for  1955,  Chapter  7  (especially  pp.  198-201)  and  Annex 
to  Chapter  8;  the  Survey  for  1958,  Chapters  I  and  IV;  the 
Bulletin,  Vol.  7,  No.  2,  Appendix  A,  and  Vol.  8,  No.  3,  pp.  49-53. 

®  The  scope  of  published  methodological  discussion  in  the 
countries  under  review  is  often  out  of  proportion  to  the  volume 
of  published  statistics,  but  it  is  not  always  easy  to  disentangle 
purely  academic  discussion  from  the  exposition  of  methods 
actually  followed  by  the  statistical  offices  (see,  for  example, 
D.  Allakhverdyan,  Natsionalny  dokhod  SSSR,  Moscow,  1958; 
and  P.  M.  Moskvin,  Voprosy  statistiki  natsionalnogo  dokhoda 
V  SSSR,  Moscow,  1955).  In  this  note,  particularly  extensive 
use  has  been  made  of  the  information  contained  in  the  two 
Polish  monographs  mentioned  in  footnote  1  above,  in  a  recently 
published  book  by  one  of  the  architects  of  the  Polish  national 
accounts  (L.  Zienkowski,  Jak  oblicza  siq  dochod  narodowy, 
Warsaw,  1959)  and  in  a  Hungarian  monograph  referring  to 
the  year  1956  {Nepgazdasdgi  Merlegek,  Redljovedelmek,  1956). 


of  individual  money  incomes  and  expenditure  of 
the  population,  the  manpower  balance  ■*  and  numerous 
material  balances  for  selected  raw  materials  and  semi¬ 
finished  goods.  The  published  national  income  and 
expenditure  estimates  have  been  subsidiary  in  impor¬ 
tance  to  such,  more  detailed,  calculations  used  as 
tools  for  economic  planning  and  policy  implementa¬ 
tion  in  these  countries.®  Their  construction  has 
therefore  been  influenced  in  the  past  far  more  by 
considerations  of  the  needs  of  the  economic  planners 
in  each  country  than  by  the  desire  to  construct  either 
indicators  of  the  rates  of  growth  of  over-all  and  sector 
outputs  and  expenditures,  or  mirrors  of  the  structure 
of  the  economy,  for  their  own  sake ;  considerations 
of  international  comparability  have  received  still  less 
weight. 

The  present  note  is  concerned  exclusively  with 
national  income  and  expenditure  accounts ;  and  it  is 
designed  mainly  to  assist  the  reader  to  appreciate  the 
possibilities  and  limitations,  as  tools  of  analysis  and 
comparison  of  the  growth  or  structure  of  national  eco¬ 
nomies,  of  the  existing  published  national  accounts  in 
eastern  Europe  and  the  Soviet  Union.  It  is  by  no 
means  certain,  however,  that  the  methods  and  con¬ 
cepts  now  applied  in  official  national  accounts  calcu¬ 
lations  in  eastern  Europe  and  the  Soviet  Union  will 
for  long  remain  unchanged.  These  are  under  constant 
and  critical  study  in  the  countries  concerned,  and 
certain  deficiencies  —  for  internal  planning  as  well 
as  for  other  purposes  —  are  widely  acknowledged. 
At  the  same  time,  means  are  being  sought  to  improve 
the  comparability  of  national  estimates  and  to  unify 
modes  of  presentation  for  all  the  countries  of  the 
area.  Towards  this  end,  a  series  of  meetings,  attended 
by  economists  and  statisticians,  has  been  held  since 
mid-1958  under  the  auspices  of  the  Council  for  Mutual 
Economic  Aid ;  and,  more  recently,  the  United 
Nations  Conference  of  European  Statisticians  has 


*  Some  description  of  manpower  balances  was  given  in  the 
Survey  for  1957,  Chapter  VII. 

'  In  many  countries  the  operative  balances  have  beer,  evaluated 
(where  evaluation  was  required)  at  “  plan  ”  prices  instead  of  at 
the  realized  prices  used  in  the  national  accounts  themselves 
(see  below). 
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convened  a  working  group  of  experts  to  study  the  possible  future  lines  of  development  of  national  ac- 

degree  of  comparability —  and  ways  of  improving  counting  in  eastern  Europe  and  the  Soviet  Union, 

the  comparability  —  of  the  national  accounts  of  the  given  in  a  report  on  the  latest  meeting  held  under 

different  European  economies.  The  indications  of  CMEA  auspices,  are  summarized  in  section  4  below. 

1.  The  Origin  of  National  Product  or  Income 

The  Boundary  of  Production  It  follows,  therefore,  that  a  wide  range  of  economic 


A  basic  characteristic  of  national  accounting  in 
eastern  Europe  and  the  Soviet  Union  up  to  the  pre¬ 
sent  time,  and  a  major  source  of  difficulty  in  compar¬ 
ing  trends  or  structures  of  national  income  or  ex¬ 
penditure  in  these  countries  with  those  of  other  eco¬ 
nomies,  has  been  the  definition  of  the  major  aggregate 
—  national  income  or  product  —  as  the  sum  of  all 
“  material  production  ”,  excluding  most  services.  Such 
a  definition  stems  naturally  from  the  accepted  theo¬ 
retical  basis  of  official  economic  analysis  and  policy 
in  the  countries  concerned.  Its  adoption  was  in 
keeping  with  the  overwhelming  emphasis  of  past  eco¬ 
nomic  policy  on  expanding  capacity  for  material 
production ;  and  the  inconvenience  of  the  concept  in 
relation  to  other  problems  of  economic  policy  was 
until  recently  slight,  both  because  the  volume  of 
consumers’  services  has  been  relatively  small  and 
because  supplementary  statistics  were  developed  — 
both  within  and  outside  the  system  of  national 
accounts  —  on  the  generation  and  expenditure  of  per¬ 
sonal  incomes. 

In  principle,  the  distinction  between  “  productive  ” 
and  “  non-productive  ”  labour,  which  itself  stems  from 
the  Marxist  theory  of  value,  provides  the  basis  for 
demarcation  of  the  area  of  production  to  be  covered 
in  the  calculation  of  national  product.  Since  national 
income  (or  net  product)  is  the  sum  of  newly  created 
use  values,  and  value  is  associated  with  productive 
labour,  it  follows  that  the  delineation  of  the  latter 
is  —  in  theory  at  least  —  equivalent  to  the  setting-up 
of  the  boundary  of  production.'^ 

Labour  is  considered  to  be  productive  when  it  is 
expended  in  the  process  of  production  proper,  or  in 
activities  which  are  a  necessary  extension  of  this 
process  for  the  purpose  of  bringing  the  goods  to  the 
consumer.  Productive  labour  can  therefore  be  defined 
and  classified  as  “  labour  used  in  the  direct  acquisition 
of  goods  of  nature  (agriculture,  forestry,  extractive 
industries),  in  their  processing  (processing  industries, 
construction)  and  in  their  distribution  (transport  and 
trade)  ”.® 

’  This  relationship  must  not  be  confused  with  the  break¬ 
down  of  production  itself  into  “  productive  ”  and  “  non-pro¬ 
ductive  ”.  Thus  labour  spent  on  “  non-productive  ”  investment 
such  as  housing,  schools  or  hospitals,  is  naturally  considered 
.^>s  productive. 

*  Dochod  narodowy  Polski  1956,  p.  7.  The  treatment  of 


activities  of  a  “  non-material  ”  character  —  such  as 
most  communal  services,  services  rendered  by  the 
government  (administration,  health,  education),  artistic 
activities  of  individuals,  passenger  transport  and  the 
service  of  housing  (i.e.,  actual  or  imputed  rent)  —  fall 
outside  the  scope  of  national  product  as  at  present 
calculated  in  all  the  economies  of  eastern  Europe® 
and  in  the  Soviet  Union.  Although  the  incomes 
engendered  by  such  services  appear  in  the  redistribu¬ 
tion  phases  of  national  income  (see  below)  in  a  form 
somewhat  analogous  to  the  treatment  of  “  transfer 
payments  ”  in  the  west,  their  exclusion  from  total 
product  (or  income)  reduces  its  size  and  —  more 
important  —  affects  both  the  dynamics  and  the  struc¬ 
ture  of  aggregate  income  and  expenditure.  This  differ¬ 
ence  of  coverage,  as  already  noted,  represents  the 
most  important  single  obstacle  to  the  comparability 
of  national  income  estimates  between  “  eastern  ”  and 
“  western  ”  countries.^® 

The  additional  condition  (not  always  strictly  ad¬ 
hered  to)  for  labour  to  qualify  as  “  productive  ”  in  the 
countries  under  review  is  that  it  is  “  socially  organ¬ 
ized  As  in  ”  western  ”  national  accounts,  household 
activities  of  housev'ives  do  not,  as  a  rule,  enter  the 
sphere  of  producticn ;  and  neither  do  those  of  other 
household  members  in  so  far  as  they  relate  to  non¬ 
primary  production  outside  their  own  trade  for  their 
own  consumption.  However,  dwelling  construction 
carried  out  by  households  wholly  or  largely  by  their 
own  labour  is  included  in  production.  Moreover,  the 
definition  of  primary  production  is  everywhere  wide 
enough  to  accommodate  not  only  agricultural  pro¬ 
duction  and  food  processing  (e.g.,  wine-making)  for 

trade  workers  has,  however,  been  the  subject  of  long-standing 
controversy.  Some  attempts  have  been  made  to  separate  such 
functions  as  “  sorting,  packing  and  storing  ”,  which  are  considered 
truly  productive,  from  “  selling,  receipt  of  money,  accounting 
and  advertising  ”,  which  are  considered  non-productive  (see 
D.  Allakhverdyan,  Natsionalny  dokhod  SSSR,  Moscow,  1958, 
pp.  39-40).  But,  largely  for  practical  reasons,  all  activities  of 
trade  workers  are,  in  fact,  included  in  national  product  in  all 
eastern  European  countries^  and  the  Soviet  Union. 

•  A  partial  exception  is  provided  by  eastern  Germany,  where 
passenger  transport  and  “  personal  ”  communications  are 
included  in  the  area  of  production,  as  they  were  in  Poland  in 
the  1947  estimates  and  are  now  in  Yugoslavia  (see  also  section 
4  below). 

The  treatment  of  services  is  by  no  means  uniform  in  “  wes¬ 
tern  ”  countries.  Notably  m  the  French  accounts,  public 
administration  (including  defence),  banking,  insurance  and 
domestic  services  are  not  included  in  national  income. 
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own  consumption,  but  also  —  to  a  varying  degree  — 
manufacturing  by  peasants  of  industrial  goods  for 
their  own  use,  mainly  from  raw  materials  of  agri¬ 
cultural  origin.  Indeed  where  household  activities  of 
this  kind  are  excluded,  the  reason  seems  frequently 
to  be  the  difficulty  of  collecting  data,  rather  than  a 
matter  of  principle.^^ 

The  theoretical  niceties  of  the  “  productive  ”  and 
“  non-productive  ”  dichotomy  of  service  activities  are 
likewise  not  always  easy  to  put  into  practice.  For 
example,  both  types  of  service  are  often  provided  by 
the  same  enterprise  (railway  transport  or  post  office), 
and  the  separation  is  to  some  extent  arbitrary ;  and 
some  services  are  conventionally  treated  as  non¬ 
productive  although  they  have  in  fact  a  productive 
and  socially  organized  character,  for  example,  the 
services  of  laundries.  Of  still  more  general  importance 
is  the  drawing  of  a  demarcation  line  between  pro¬ 
ductive  and  non-productive  workers  in  a  predomi¬ 
nantly  productive  sector.  Since  this  presents  insuper¬ 
able  difficulty  in  the  present  state  of  enterprise 
accounting  and  statistical  reporting,  the  principle  is 
generally  adopted  that  all  personnel  constituting  the 
production  “  team  ”  are  considered  to  be  productive. 
This  means  that  work  performed  by  an  enterprise’s 
salaried  employees,  guards,  messengers,  etc.,  is 
counted  in  production,  but  not,  for  instance,  services 
provided  by  medical  personnel  attached  to  the  enter¬ 
prise. 

In  a  planned  economy  there  is  usually  a  hierarchy 
of  economic-administrative  echelons  between  the  en¬ 
terprise  unit  and  the  central  government ;  the  fixing 
of  the  “horizontal  ”  dividing  line  between  productive 
and  non-productive  activities  in  this  field  is  rather 
arbitrary,  and  actual  practice  varies  from  country  to 
country.  In  Hungary  and  Poland  the  sphere  of 
material  production  stops  at  the  level  of  enterprise 
management  but  in  Czechoslovakia,  Rumania  and 
the  Soviet  Union  the  boundary  is  placed  somewhat 
higher  and  includes  trade  and  management  personnel 
at  the  intermediate  level,  such  as  that  of  associations 
of  enterprises.  In  the  Soviet  Union  it  also  includes 
the  administrations  of  sovnarkhozy. 

Global  Social  Product 

In  all  the  countries  under  review  more  than  one 
product  aggregate  is  calculated.  The  basic  magnitude 


“  For  example,  in  Czechoslovakia,  processing  of  dairy 
products,  wine-making,  etc.,  by  private  farmers  are  excluded, 
but  similar  activities  in  collective  and  state  farms  are  included. 

**  The  current  Polish  definition  sets  the  dividing  line  “  below 
the  level  of  central  boards  or  their  equivalents”;  but  in  the 
national  income  calculations  for  1947  central  boards  were 
incluted  in  the  sphere  of  productive  activity. 


is  the  “  global  social  product  ”,  which  is  the  sura  of 
the  global  outputs  of  all  separately  enumerated  pro¬ 
duction  units ;  and  in  computing  it  the  values  of 
inputs  from  outside  each  such  unit  are  not  deducted. 
The  amount  of  duplication  within  this  aggregate  there¬ 
fore  depends  largely  on  the  method  of  calculation. 

The  global  product  of  an  enterprise  represents  the 
production  at  realised  prices  within  the  period 
considered,  and  not  only  the  value  created  within 
the  enterprise.  It  thus  includes  the  cost  of  inputs 
received  from  outside  the  enterprise,  but  normally 
excludes  “  internal  turnover  ”  of  goods  within  the  en¬ 
terprise.  The  global  product  of  an  industrial  branch 
(or  of  all  industry)  is  usually  obtained  by  summing  the 
values  of  the  global  products  of  all  industrial  enter¬ 
prises  (the  so-called  “  enterprise  method  ”  of  calcu¬ 
lation).  Thus  when  the  basic  unit  of  calculation  is  the 
enterprise,  the  global  product  of  industry  differs  from 
what  would  be  called  its  gross  product  in  “  western  ” 
terminology  (value  added  without  deduction  of  capi¬ 
tal  consumption)  not  only  by  the  value  of  inputs 
derived  from  outside  industry  but  also  by  the  value 
of  inputs  transferred  from  one  industrial  enterprise 
to  another  within  the  industrial  sector.  It  is  clear, 
therefore,  that  the  value  of  global  product  of  industry 
(and  therefore  also  the  value  of  global  social  product) 
is  influenced  by  the  industrial  structure  —  the  heavier 
the  weight  of  processing  branches  and  the  less 
significant  the  vertical  integration  of  industry,  the 
greater  is  the  amount  of  duplication  and  the  larger 
the  global  product. 

In  eastern  Germany  the  “  enterprise  method  ”  of 
calculation  is  officially  stated  to  apply,  since  1959,  to 
all  sectors ;  and  in  Poland  it  is  used  for  all  sectors 
except  agriculture.  In  Czechoslovakia,  Rumania  and 
the  Soviet  Union,  however,  the  “  sector  method  ” 
is  used  outside  industry  and  agriculture,  thus  ex¬ 
cluding  internal  turnover  within  the  given  sector  of 
activity  (such  as  construction,  transport,  trade,  etc.). 
In  Hungary,  Rumania  and,  since  1956,  Poland 
the  global  product  of  agriculture  has  been  calculated 
by  adding  separately  the  values  of  plant  production 
and  of  animal  production,  so  that  the  global  product 
of  agriculture  includes  not  only  inputs  from  outside 
the  sector  but  also  a  double  counting  of  fodder 
produced  and  consumed  within  the  country.'^  In 


**  Sovokupnyi  obshchestvenny  produkt  in  Russian ;  Produkcja 
globalna  in  Polish;  Product  social  global  in  Rumanian.  In  the 
Soviet  Union,  however,  the  term  valovaya  produktsiya  (gross 
output)  is  used  to  describe  the  global  product  of  an  enterprise 
or  economic  branch  or  sector. 

**  In  these  countries’  accounts,  therefore,  agriculture  is 
treated  as  though  it  consisted  of  two  large  enterprises,  one 
producing  crops  and  the  other  animals,  the  global  product 
being  free  of  internal  turnover  within  each  enterprise  but  gross 
of  turnover  between  them.  This  method  is  sometimes  referred 
to  as  the  “  gross  turnover  ”  method. 
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other  countries,  moreover,  services  of  machine  and 
tractor  stations  are  considered  as  a  third  branch  of 
agricultural  output,  duplicated  in  the  global  product.^^ 

The  values  of  global  products  provide  bases  for 
the  calculation  of  values  of  net  products.  But  they 
also  play  an  important  role  in  their  own  right.  The 
magnitudes  are  relatively  easy  to  calculate  since  they 
can  be  derived  largely  from  routine  statistical  report¬ 
ing  by  State  enterprises,^®  for  which  the  value 
of  global  production  still  constitutes  an  important 
operational  target.  In  the  absence  of  input-output 
tables,  a  detailed  global  product  balance  throws  light 
on  the  inter-connexions  and  flows  of  goods  between 
enterprises,  branches  and  sectors  of  the  economy, 
and  provides  a  basis  for  the  planning  of  resource 
allocation.  A  growing  interest  in  input-output  ana¬ 
lysis  has,  however,  been  shown  in  several  countries 
lately,  and  it  is  known  that  at  least  the  statistical 
offices  of  Poland,  Hungary  and  the  Soviet  Union  are 
engaged  in  the  preparation  of  such  tables.^"^ 

Over  short  periods  of  time,  trends  in  global  product 
estimates  (agriculture  excepted)  probably  do  not 
diverge  greatly  from  those  indicated  by  the  index 
numbers  of  net  product  discussed  below.'®  But  over 
longer  periods  changes  in  industrial  structure  can 
result  in  substantially  different  trends  in  the  two 
aggregates ;  and  inter-country  comparisons  of  trends 
or  structures  of  total  or  sector  gross  products  are 
naturally  rendered  difficult,  not  only  by  the  diver¬ 
gences  in  methods  of  calculation  mentioned  above 
but  also  by  the  effects  of  differences  in  industrial 
structure  on  estimates  of  global  product,  even  when 
the  method  of  calculation  is  common. 

The  Identity  of  Net  Product  and  National  Income 

The  global  product  of  any  producing  unit  or  group 
of  units,  such  as  an  enterprise,  an  industrial  branch 
or  a  whole  sector,  is  always  greater  than  the  “  value 
added  ”  within  the  production  unit  or  sector  at  least 
by  the  value  of  material  inputs  received  from  outside 
(i.e.,  from  other  parts  of  the  economy  or  from 
abroad).  The  additional  margin  of  difference  depends 
—  as  was  shown  above  —  on  the  choice  of  the 
calculating  unit  which  determines  the  amount  of 
intra-branch  or  intra-sector  duplication.  So  far 


The  recent  policy  of  selling  MTS  machinery  to  farms, 
pursued  in  most  countries  of  the  area,  therefore  tends  to  reduce 
the  value  of  the  global  product  of  agriculture  outside  the  three 
countries  mentior.ed.  The  CMEA  working  group  mentioned 
above  has  recommended  that  the  duplication  of  MTS  services 
in  the  accounts  be  eliminated  generally. 

“  Estimates  have  to  be  made,  however,  for  private  enterprises 
wherever  such  exist. 

”  The  first  Polish  input-output  table  has  recently  been  published 
{Biuletyn  Statyslyczny,  No.  7,  1959). 

‘*See  the  Survey  for  1958,  Chapter  I,  section  1. 


neither  the  gross  product  of  industry  nor  that  of  the 
whole  economy  as  defined  in  “  western  ”  national 
accounts  (i.e.,  the  sum  of  value  added  in  each 
production  unit)  has  normally  been  published  in  most 
of  the  countries  under  review,  though  its  calculation 
involves  no  technical  problems.  However,  in  Poland 
for  the  year  1956  “  gross  domestic  product  ”  thus 
defined has  been  calculated,  together  with  the 
corresponding  products  of  individual  sectors.  The 
major  aggregate  represents  the  total  value  of  pro¬ 
duction  made  available  for  use  at  home  or  abroad 
during  the  year,  including  the  provision  for  domestic 
capital  consumption  but  excluding  any  net  addition  to 
national  resources  provided  by  an  import  surplus. 
Similar  total  and  sector  gross  products  can  also  be  de¬ 
rived  for  a  series  of  years,  at  current  prices  only,  from 
the  data  published  in  eastern  Germany  (see  below). 

The  normal  statistical  practice  in  the  planned 
economies,  however,  is  to  calculate,  as  the  basic 
national  accounting  aggregate,  the  sum  of  the  net 
products  of  all  separately  enumerated  enterprises  or 
branches  (defined  as  the  value  of  global  product 
minus  all  material  costs  including  capital  deprecia¬ 
tion).  The  value  thus  derived  for  the  economy  as  a 
whole  is  referred  to  as  “  net  product  ”  ^  or  “  national 
income  ”  or,  more  specifically,  as  “  national  income 
produced  ”  in  Czechoslovakia  and  Poland,  and 
“  production  of  national  income  ”  in  the  Soviet  Union. 

The  characteristic  feature  of  methods  of  calculating 
national  accounting  aggregates  in  the  planned  econo¬ 
mies  is  the  emphasis  on  the  production  approach ; 
but  official  Polish  sources  indicate  that  the  “  primary 
incomes  ”  method  is  also  used,  particularly,  it  seems, 
for  building  up  the  net  products  of  each  economic 
sector .21  Table  1,  taken  from  the  Polish  1956 
White  Paper,  shows  the  identity  erf  estimates  derived 
by  the  two  methods.  Wages,  salaries  and  other 
incomes  refer  naturally  only  to  incomes  of  productive 
workers  within  the  boundary  of  production  discussed 
above.  The  meaning  of  the  last  item  on  the  income 


“  It  is  referred  to  in  Poland  as  “  net  global  product  ”  {Produkt 
globalny  netto).  It  is  conceptually  identical  with  gross  domestic 
product  in  “  western  ”  national  accounts,  but  the  boundaries 
of  production  in  the  two  cases  are  different. 

*®  Chisty  produkt  in  Russian  and  Polish;  Netto  Produkt  in 
German. 

**  Dochod  narodowy  Polski,  1956,  Warsaw,  1958.  A  statement 
on  p.  8  reveals  that  the  product  and  the  income  approach  are 
applied  “  in  parallel  ”.  The  description  of  method  used  in 
calculating  the  net  product  of  industry  (p.  17)  suggests  that, 
at  least  in  this  sector,  the  value  of  material  costs  is  derived  by 
subtracting  from  the  global  product  of  industry  the  wage  fund 
of  productive  industrial  workers,  and  accumulation.  This 
estimate  of  total  material  costs  is  then  broken  down  into  detailed 
cost  categories  on  the  basis  of  financial  reports  of  central  boards 
(i.e.,  administrative  bodies  in  charge  of  various  industrial 
branches)  on  fulfilment  of  cost  plans.  Similarly,  in  Czecho¬ 
slovakia.  and  in  eastern  Germany  since  1958,  both  the  product 
and  the  income  approach  seeu.  no  v  to  be  followed  (see  J.  Koldr 
&  O.  Turek  in  WirtschaftswissensC'ift,  No.  8,  1957). 


-  56  - 


Table  1 

Derivation  of  national  income  and  the  income  elements  of  net  product,  Poland,  1956 

Current  prices 


Product 

Millions  of 
zlotys 

Percentage 

distribu¬ 

tion 

Elements  of  primary  division  of  net  product 

Millions  of 
zlotys 

Percentage 

distribu¬ 

tion 

Global  (social)  product . 

589  573.7 

100.0 

Wages  and  salaries . 

78  422.4 

30.5 

Production  of  goods  . 

519  831.8 

88.2 

Net  incomes  of  individual  peasants  .  .  . 

60  281.1 

23.5 

of  which  :  Increase  in  stock  of  finished  output 

1  058.1 

0.2 

Incomes  of  production  co-operatives  (in- 

Increase  m  work  in  progress 
Services  ® . 

and 

1  113.4 
46  665.9 

0.3 

7.9 

eluding  individual  plots)  ........ 

Incomes  of  state  farm  workers  from  in- 

766.5 

0.3 

Raw  materials  held  for  processing 
typical  semi-manufactures  *  .  . 

23  076.0 

3.9 

dividual  plots  . 

Additional  incomes  of  population  from 

1  437.3 

0.6 

Material  costs . 

of  which : 

Materials . 

332  884.8 

259  103.5 

100.0 

77.8 

subsidiary  occupations . 

Net  profits  in  private  sector  (outside  agri¬ 
culture)  . 

of  which  :  Net  incomes  of  artisans  .... 

5  002.0 

6  162.3 

3  291.9 

1.9 

2.4 

1.3 

Energy  and  fuel  . 

7  965.3 

2.4 

Social  insurance . 

11  809.1 

4.6 

Amortization . 

19  840.1 

6.0 

Balance  of  budgetary  payments  .... 

901.6 

0.4 

Transport . . 

11  556.3 

3.5 

Enterprise  taxes: 

Raw  materials  held  for  processing 

and 

Total . 

58  457.9 

22.8 

typical  semi-manufactures  *  ,  . 

23  076.0 

6.9 

State . 

51  949.7 

20.2 

Co-operative . 

1  756.1 

0.7 

Private . 

4  752.1 

1.9 

of  which  :  Individual  peasants . 

3  612.7 

1.4 

Balance  of  profits  or  losses  in  socialized 

enterprises . 

10  349.5 

4.0 

Account  of  price  differences  in  foreign  trade 

3  800.0 

1.5 

Produced  national  income . 

256  688.9 

— 

Produced  national  income . 

256  688.9 

100.0 

Source  :  Dochod  Narodowy  Polski  1956,  Warsaw,  1958. 
u  Mainly  the  global  output  of  transport,  communications  and  trade,  including 
the  “  account  of  price  differences  in  foreign  trade 


This  is  the  sum  of  two  items  separately  specified  in  the  more  detailed  tabula¬ 
tions;  and  each  of  them  is  apparently  entered  (with  immediate  direct  offset) 
mainly  for  accounting  convenience.  Their  coverage  is  not  clear. 


side  (“  account  of  price  differences  in  foreign  trade  ”) 
is  explained  in  the  section  on  foreign  trade  below. 

Similar  tabulations,  including  the  breakdown  of 
material  costs  and  the  main  elements  of  primary 
income  distribution,  are  shown  in  Poland  for  the 
years  1955  and  1956  for  each  of  the  following  sec¬ 
tors  :22  industry,  agriculture,  forestry,  building  and 
construction,  transport  and  communications,  economic 
turnover  (including  foreign  trade),  other  production. 
Moreover,  a  summary  tabulation  of  total  material  cost 
and  of  income  breakdown,  including  the  turnover  tax, 
is  given  for  industrial  branches.  (For  the  percentage 
distribution  and  incidence  of  turnover  tax,  see  Tables 
2  and  3  below.) 

In  the  Hungarian  monograph  on  national  income 
relating  to  1956  ^  the  presentation  of  global  and  net 
product,  and  of  national  income,  is  somewhat 
different,  and  there  are  important  differences  in  cover¬ 
age.  The  basic  table  relates  the  global  product  on  one 
side  of  the  account  to  “global  expenditure”  on  the 
other  side,  the  latter  containing  the  item  “  productive 

**  And  within  each  economic  sector  for  three  ownership 
categories:  state,  co-operative  and  private. 

“  Nepgazdasdgi  Mirlegek,  Redljovedelmek,  1956. 


consumption  ”  (i.e.,  the  equivalent  of  “material  costs” 
in  the  Polish  accounts).  Moreover,  the  pr(xluction 
side  lists  a  number  of  breakdowns  of  the  global  pro¬ 
duct  :  by  sector  of  production,  by  sector  of  ownership 
and  by  destination  (the  groups  I  and  II  referred  to 
below).  Net  domestic  product  by  sector  of  origin  is 
shown  in  a  separate  table  which  —  characteristically 
—  bears  the  title  “  national  income  ”,  although  the 
total  of  sector  outputs  is  labelled  “  net  domestic  pro¬ 
duct”.  Primary  distribution  of  incomes  by  sectors 
of  origin  and  ownership  is  shown  in  still  another  table. 
In  contrast  to  Polish  accounts,  the  Hungarian  tabula¬ 
tions  give  no  details  of  material  costs  and  no  details 
for  industrial  branches.  On  the  other  hand,  they 
provide  a  somewhat  finer  breakdown  into  branches 
in  the  domestic  trade  sector,  which  is  sub-divided  into 
wholesale  and  retail  branches,  with  foreign  trade  given 
the  status  of  a  separate  sector. 

No  other  country  publishes  estimates  of  primary 
income  breakdown.  In  eastern  Germany,  statistics 
include  series  of  global  and  net  product  (only  at 
current  prices)  by  sectors  of  origin,  with  amortization 
shown  as  a  separate  entry.  In  other  countries  publica¬ 
tion  practices  with  regard  to  the  breakdown  of  net 
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product  by  sector  of  origin  vary,  but  the  scope  is  in 
general  very  limited  In  the  Soviet  Union  the  only 
available  series  is  a  single  index  number  of  national 
income,  and  annual  figures  showing  the  percentage  of 
the  national  income  generated  in  the  socialist  sector. 

With  the  scanty  information  at  present  available,  a 
more  detailed  comparative  analysis  of  sector  break¬ 
downs  and  coverages  is  not  feasible ;  but  some  differ¬ 
ences  between  countries  may  be  noted.  The  varying 
treatment  of  foreign  trade  from  one  country  to 
another  is  a  matter  of  major  importance,  and  is 
described  in  the  following  sub-section.  Some  other 
divergences  in  sector  coverage  are  clearly  significant ; 
for  example,  in  Czechoslovakia,  Hungary,  Rumania 
and  the  Soviet  Union  the  dwellings  built  by  individuals 
with  their  own  means  are  included  in  “  construction  ”, 
but  in  Poland  in  “other  production”.  The  latter 
sector  includes  in  Poland  also  horse-carriage  transport 
services  provided  by  peasants,  which  in  Hungary 
appear  under  “  transport  ”.  In  Bulgaria,  the  value 
of  irrigation  and  other  land  melioration  schemes  is 
counted  as  a  part  of  agricultural  output.  In  Czecho¬ 
slovakia,  food  processing  by  peasants  and  farm  work¬ 
ers  in  the  socialist  sector  is  included  in  agricultural 
production,  and  the  home  processing  of  agricultural 
raw  materials  (such  as  textile  fibres)  by  peasants 
appears  under  “  other  production  ”  ;  but  in  Poland 
and  Rumania  —  and,  it  seems,  in  other  countries  — 
both  these  types  of  activity  appear  under  “  other 
production”.  In  the  Soviet  Union  the  sector  break¬ 
down  (not  published)  seems  to  differ  from  that  of 
other  countries  of  the  area  in  that  “  material-technical 
supply  ”  and  “  procurement  of  agricultural  produce  ” 
constitute  separate  sectors  rather  than  a  part  of  “  eco¬ 
nomic  turnover  ”  or  “  internal  trade 

The  Treatment  of  External  Trade 

In  all  the  countries  under  review  the  activities  of 
those  employed  in  foreign  trade  —  as  of  those  engaged 
in  internal  trade  —  are  included  within  the  boundary 
of  production.  But  the  treatment  of  the  balance  of 
foreign  trade  itself  (imports  and  exports  of  goods  and 
“  productive  ”  services  ^6)  presents  a  difficult  prob¬ 
lem —  owing  essentially  to  the  special  characteristics 
of  the  price  structures  of  these  economies  and  the 
absence  of  a  single  exchange-rate  effectively  relating 
domestic  to  foreign  trade  prices.  This  problem  has 
not  been  solved  in  the  same  manner  in  each  country. 

“  For  details  see  Yearbook  of  National  Accounts  Statistics, 
1958,  United  Nations,  New  York,  1959. 

Moskvin,  op.  cit. 

••  At  least  in  Czechoslovakia  and  Poland  productive  services 
are,  in  principle,  included  and  it  seems  that,  for  practical 
reasons,  some  “  non-productive  ”  services  (e.g.,  passenger 
transport)  may  also  be  included  in  the  balance  of  invisible 
trade.  TTie  coverage  of  the  external  trade  balance  in  other 
countries  is  unknown. 


In  all  eastern  European  countries,  except  eastern 
Germany,  it  is  the  practice  to  determine  the  export 
or  import  surplus  for  purposes  of  national  accounting 
first  of  all  in  foreign  exchange  prices.  The  actual 
export  (or  import)  surplus  in  foreign  exchange  prices 
converted  to  domestic  values,  in  proportion  to 
the  difference  between  the  domestic  value  and 
the  foreign  exchange  value  of  total  exports  (or 
imports),  is  regarded  as  the  appropriate  measurement 
of  the  margin  between  “  national  income  produced  ” 
and  domestically  disposable  national  income  (referred 
to  as  “  disposable  income  ”,  “  distributed  income  ”  or 
“  finally  realized  income  ”).2'^ 

But  to  preserve  the  identity  of  aggregate  domestic 
expenditure  in  domestic  prices  (on  personal  and  col¬ 
lective  consumption  and  accumulation)  with  do¬ 
mestic  product  —  or  national  income  produced  — 
minus  the  export  surplus  (or  plus  the  import  surplus) 
it  is  then  necessary  that  the  sum  of  the  net  products 
of  the  various  sectors  of  domestic  output  should  be 
adjusted,  before  calculation  of  aggregate  “  national 
income  produced  ”,  so  as  to  take  into  account  the 
gain  or  loss  of  resources,  valued  at  domestic  prices, 
which  results  from  an  exact  balance  of  imports  and 
exports  at  foreign  exchange  prices  (at  the  actual  value 
of  whichever  is  the  lower).  This  price  correction, 
referred  to  in  the  Polish  accounts  as  “  account  of  price 
differences  in  foreign  trade”,  is  there  shown  as  a 
separate  entry  in  the  tabulation  of  produced  income 
by  sectors  of  origin.  In  other  countries,  however,  this 
item  is  included  in  the  product  of  the  foreign  trade 
sector  (Hungary)  or  of  “  economic  turnover  ”  where 
foreign  trade  is  not  given  the  status  of  a  separate 
sector  (Czechoslovakia,  Soviet  Union). 

The  actual  method  of  calculation  of  the  price  cor¬ 
rection  factor  may  be  illustrated  as  follows : 

Export*  Imports 


At  domestic  prices .  150  225  75 

At  foreign  trade  prices  .  75  75  — 

Ratio  of  domestic  to  foreign  prices  .  .  2  3 

Gain  or  loss  from  price  differences  .  .  —75  +150 


In  this  case  there  is  no  foreign  trade  surplus  or  deficit 
in  foreign  exchange  prices,  and  there  will  therefore 
be  no  difference  on  this  account  between  “  national 
income  produced  ”  and  “  disposable  national  income  ”. 
The  whole  difference  (75)  between  the  values  of 
imports  (225)  and  of  exports  (150)  in  domestic  prices 
is  treated  as  a  gain  to  the  economy  —  or  to  national 

That  is  to  say,  this  margin  corresponds  (apart  from  diffe¬ 
rences  of  coverage)  to  net  external  capital  formation,  or  net 
foreign  disinvestment,  in  “  western  ”  national  accounts. 

“  Measured,  of  course,  in  terms  of  the  same  material  content 
as  is  applied  in  the  income  or  product  side  of  the  account. 

”  See  also  Zienkowski,  op.  cit.,  and  Statistikai  Szemle,  No.  2, 
1956;  and  No.  7,  1957,  where  Hungarian  practices  are  described 
in  some  detail. 
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product  —  resulting  from  the  difference  between  the 
ratios  of  domestic  to  foreign  prices  for  imports  and 
for  exports.  In  the  computation  of  domestic  product, 
75  will  be  added  either  as  a  separate  entry  (in  Poland) 
or  to  the  net  product  of  the  trade  sector  (in  other 
countries  except  eastern  Germany). 

It  is,  of  course,  more  usual  for  foreign  trade,  in 
foreign  exchange  prices,  not  to  balance : 


Actual  trade 


Exports 

Imports 

Import 

surplus 

At  domestic  prices . 

200 

225 

25 

At  foreign  trade  prices  . 

100 

75 

-25 

Ratio  of  domestic  to  foreign  prices  . 

2 

3 

“  Compensating  ” 

trade 

Exports 

Imports 

Import 

surplus 

At  domestic  prices . 

150 

225 

75 

At  foreign  trade  prices  . 

75 

75 

— 

Ratio  of  domestic  to  foreign  prices  . 

2 

3 

Gain  or  loss  from  price  differences  .  . 

-75 

+  150 

The  third  row  in  each  table  above  shows  the  ratios 
of  domestic  to  foreign  trade  prices,  for  both  exports 
and  imports,  which  are  used  as  conversion  co-effi¬ 
cients.  At  the  level  at  which  actual  imports  would  be 
balanced  by  exports  (both  at  foreign  trade  prices) 
there  is  a  75  units  “  loss  ”  on  exports  and  a 
150  units  “  gain  ”  on  imports  from  the  price 
differentials,  so  that  the  net  gain  —  to  be  included  in 
national  income  produced  —  is  75.  There  remains 
an  actual  export  surplus  in  foreign  trade  prices  of 
25  which,  converted  to  domestic  values  by  means  of 
the  export  price  co-efficient,  becomes  50  in  domestic 
prices ;  and  this  is  entered  in  the  national  accounts  as 
an  export  surplus  of  this  amount.  Thus  the  actual 
import  surplus  in  domestic  prices  of  25  has  been  split 
into  an  “  account  of  price  differences  ”  of  75,  which 
enters  the  accounts  as  an  addition  to  produced  income, 
and  an  export  surplus  of  50  to  be  deducted  from 
that  aggregate  in  arriving  at  “  distributed  ”,  or  do¬ 
mestically  disposable,  income. 

It  seems  that  the  method  described  above  is 
followed  in  all  the  countries  of  the  area  (including  the 
Soviet  Union)  with  the  exception  of  eastern  Germany. 
There  the  domestic  product  contains  no  correction  for 
price  differences  in  foreign  trade,  and  the  balance  of 
the  values  of  imports  and  of  exports  in  domestic 
prices  .s  considered  as  the  trade  surplus  and  added 
to  (or  subtracted  from)  the  domestic  product  for  the 
evaluation  of  domestically  disposable  income. 

The  introduction  of  the  “  account  of  price  differ¬ 
ences”  in  the  accounts  of  other  countries  does  not 
correct  for  the  inconsistencies  of  their  domestic  price 
structures.  At  best  it  brings  the  value  of  foreign 
trade  turnover  into  line,  in  some  sense,  with  the 
internal  price  structure.^”  The  ”  gain  ”  or  the  “  loss  ” 
on  this  account  may  be  entirely  illusory,  depending 


on  the  extent  to  which  internal  price  relatives  reflect 
real  relative  costs.  Moreover,  the  apparent  gain  or 
loss  from  foreign  trade  is  a  function  of  its  structure, 
in  the  sense  that  the  import  of  goods  subject  to 
turnover  tax  (most  consumers’  goods)  or  the  export 
of  goods  free  from  this  tax  (investment  goods)  tend 
to  increase  the  gain,  and  conversely.  One  consequence 
of  the  practice  is  that  the  apparent  growth  of  domestic 
product  may  be  significantly  affected  by  marked 
changes  in  the  level  or  structure  of  foreign  trade. 

Income  and  Product  Flows 

It  was  mentioned  above  that  the  volume  of  national 
accounts  data  published  outside  Poland  and  Hungary 
is  restricted,  at  best,  to  the  basic  aggregates.  Con¬ 
sequently,  virtually  no  information  is  at  present  avail¬ 
able  on  the  magnitudes  involved  at  the  various  inter¬ 
mediary  stages  of  the  process  of  redistribution  of 
incomes  and  of  product  flows,  although  it  is  clear 
from  the  methodological  discussions  that  such  inter¬ 
mediate  phases  are  in  fact  traced  and  corresponding 
accounts  set  up,  at  least  in  some  countries  such  as 
the  Soviet  Union  and  Czechoslovakia. 

It  is,  for  example,  the  general  practice  to  extend 
the  flow  of  incomes  from  the  primary  stage  (consisting, 
in  accordance  with  the  concept  of  boundary  of  pro¬ 
duction  discussed  above,  solely  of  income  generated 
by  productive  workers)  to  the  final  distribution  of 
national  income  between  material  consumption  and 
accumulation,  so  as  to  reveal  the  generation  and 
expenditure  of  “  derivative  ”  personal  income  (i.e., 
incomes  earned  in  the  non-productive  sectors).  A 
simplified  scheme  of  such  an  extended  flow,®i  taken 
from  a  Polish  publication,  is  shown  in  Chart  1. 

The  first  distribution  of  generated  income  takes 
place  at  the  primary  stage,  a  part  of  the  net  value  of 
output  accruing  to  the  productive  workers  in  the  form 
of  the  wage  fund  and  the  remaining  part  forming  a 
”  social  fund  Productive  workers  spend  their 
incomes  largely  on  consumption  of  material  goods, 
and  this  part  of  their  expenditure  re-appears  directly 
within  “  consumption  ”  in  the  final  distribution  of 
national  income  between  consumption  and  accumula- 

A  negative  price  differential  in  foreign  trade  may  be  looked 
upon  as  the  result  of  unrealistically  high  net  product  realized 
in  industry,  and  conversely  (S.  Ferge,  Statistikai  Szemle,  No.  2, 
1956).  The  introduction  of  this  correction  may  thus  be  viewed  as 
an  attempt  to  eliminate  partly  (i.e.,  with  regard  to  foreign  trade), 
the  distorting  effect  of  a  price  system  divorced  from  real  cost. 

It  assumes  an  isolated  economy  and  full  public  ownership 
of  the  means  of  production. 

According  to  Marxist  theory,  in  a  capitalist  system  of 
production  this  part  corresponds,  broadly  speaking,  to  the 
concept  of  “  surplus  value  ” — i.e.,  that  part  of  the  value  created 
by  productive  workers  which  is  largely  appropriated  by  the 
owners  of  means  of  production.  In  eastern  European  countries 
where  a  private  sector  is  still  in  existence,  primary  distribution 
includes  a  third  category  consisting  of  non-wage  incomes 
accruing  to  private  producers  (mainly  peasants)  a  part  of  which 
is  then  transferred  through  taxes  to  the  state  budget. 


Chart  1 

DistributioD  and  re-distribution  of  national  income 

(The  numbers  in  parentheses  are  hypothetical) 


Primary  Final 

distribution  Phase  I  Phase  II  Phase  III  distribution 


Source:  L.  Zienkowski,  Jak  Oblicza  Sie  Dochod  Narodowy,  Warsaw,  1957. 


tion.  The  remainder  of  their  expenditure --on  ser¬ 
vices —  contains  some  elements  of  material  cost  (i.e., 
cost  of  materials  used  in  institutions  of  the  non-pro¬ 
ductive  sphere  which  also  reappear  directly  in  aggre¬ 
gate  consumption)  and  also  generates  a  new  fund  of 
incomes  accruing  to  non-productive  workers.  These 
incomes  are  spent  directly  on  material  consumption 
and  taxes  in  the  simplified  scheme  illustrated  in  the 
chart ;  but  they  can  of  course  be  subjected  to  further 
redistribution  in  fact. 

A  relatively  small  part  of  the  social  fund  is  accu¬ 
mulated  at  the  enterprise  level  (“  retained  profits  ”), 
but  most  of  it  goes  into  the  budget  in  the  form  of 
turnover  tax,  deductions  from  profits  and  other  levies, 
from  which  payments  are  made  to  the  employees  of 
non-productive  institutions  (i.e.,  in  administration, 
health,  education,  etc.)  and  to  the  beneficiaries  of 
social  welfare  schemes.  These  personal  incomes  may 
again  be  either  directly  consumed  or  spent  on  ser- 
again  be  either  directly  consumed  or  spent  on  services, 
thus  giving  rise  to  further  redistribution.  A  relatively 
large  part  of  the  budget  directly  finances  investment. 

The  process  of  redistribution  lasts  until  all  per¬ 
sonal  incomes  are  either  spent  on  material  goods  or 


saved  (accumulated).  Since  the  sum  of  primary 
incomes  equals  by  definition  the  value  of  net  product, 
it  follows  that  —  at  least  in  the  absence  of  foreign 
trade  —  the  identity  of  product,  income  and  expen¬ 
diture  aggregates  is  preserved. 

The  Polish  and  Hungarian  published  tabulations 
include  all  the  elements  of  primary  distribution  and 
some  elements  of  the  redistributive  stages  (as  was 
noted  above) ;  in  the  Soviet  Union,  apparently,  more 
systematic  efforts  are  made  to  construct  intermediate 
accounts  corresponding  to  the  various  stages  of  income 
redistribution.®* 

Similarly,  the  statistical  practices  of  the  Soviet 
Union  and  Czechoslovakia  include  attempts  to  show 
commodity  (and  productive  services)  flows  from  the 


“The  mode  of  tabulation  adopted  in  the  Soviet  Union  is 
shown  in  Moskvin,  op.  cit.  p.  110.  The  separate  calculations 
of  “  balances  of  money  incomes  and  expenditures  of  the  popula¬ 
tion  ”,  which  are  being  made  in  varying  detail  in  all  the  countries 
of  the  area,  make  it  possible  —  on  the  one  hand  —  to  assess  the 
over-all  volume  of  purchasing  power  generated  over  the  year 
and  its  distribution  among  various  sectors  of  the  economy  and 
socio-economic  groups,  and  —  on  the  other  —  to  study  the 
structure  of  consumers’  expenditure,  including  expenditure  on 
services. 
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production  stage  to  that  of  final  use,  or  final  distribu¬ 
tion  of  national  income.  The  starting  point  is  the 
distribution  between  “means  of  production”  (group  1) 
and  “means  (or  objects)  of  consumption  ”  (group  II), 
obtained  essentially  by  segregation  of  enterprises  ac¬ 
cording  to  the  predominant  use  of  their  products. 
Each  group  consists  of  two  principal  sub-groups : 

Group  I  :  Goods  and  services  for  productive  con¬ 
sumption  and  for  productive  accumu¬ 
lation 


Goods  for  productive  consumption  are  goods  used  up 
in  the  process  of  production,  whilst  those  for  non¬ 
productive  consumption  are  final  consumers’  goods. 
The  sum  of  goods  for  productive  and  non-productive 
accumulation  should  equal  gross  capital  formation, 
assuming  no  foreign  trade  surplus  or  deficit.  The  value 
of  the  consumption  fund  is  usually  obtained  as  the 
residual  of  the  total  value  of  goods  and  services  in 
group  II  less  those  destined  for  non-productive  accu¬ 
mulation  (again  assuming  an  exact  balance  of  foreign 
trade). 


Group  II :  Goods  and  services  for  non-productive  The  Hungarian  published  statistics  also  show  the 
consumption  and  for  non-productive  break-down  of  total  product  into  the  two  large  groups 
accumulation.  but  without  further  subdivision. 


2.  The  Distribution  of  National  Expenditure 


In  an  isolated  economy  the  sum  of  “  net  value 
added  ”  over  a  year,  within  the  chosen  boundary  of 
production,  can  be  either  cr>u«;umed  or  invested  in  the 
domestic  economy.  Th  stence  of  external  trade 
faces  the  computer  of  xiational  accounts  with  the 
possibility  of  calculating  two  end-use  aggregates,  one 
showing  the  volume  of  goods  and  services  actually 
consumed  or  devoted  to  domestic  investment  (or 
accumulation)  over  the  year,  the  second  including 
also  future  claims  on  or  obligations  to  foreigners  ac¬ 
quired  during  the  year.  In  most  eastern  European 
countries  there  seems  to  be  a  tendency  to  concentrate 
attention  on  the  aggregate  physical  resources  available 
for  use  within  the  country,  this  magnitude  differing 
from  the  value  of  “  national  income  produced  ”  by 
the  extent  of  the  foreign  trade  surplus  or  deficit  and 
of  extraordinary  (or  unplanned)  losses.®^  It  is  referred 
to  as  “  disposable  income  ”  in  eastern  Germany,  “  dis¬ 
tributed  income  ”  in  Poland  and  “  finally  realized 
income  ”  in  Czechoslovakia.  The  same  approach 
seems  also  to  be  followed  in  Rumania  and  in  Bui- 
garia.3®  but  the  practice  of  the  Soviet  Union  is  less 
certain.  The  Hungarian  statistics,  on  the  other  hand, 
present  a  break-down  of  end-uses  inclusive  of  the 
foreign  trade  surplus  or  deficit  and  introduce  no 


Planned  losses  are  generally  accounted  for  on  the  product 
side  as  an  element  of  cost  of  production. 

For  the  latter  country  the  series  of  statistics  of  national 
expenditure,  published  in  the  Yearbook  of  National  Accounts 
Statistics,  1958,  United  Nations,  New  York,  1959,  consists 
of  two  entries  only  (consumption  and  accumulation).  The  sum 
of  these  two  is  there  referred  to  as  “  net  material  product  ”  but 
seems  more  likely  to  be  domestically  disposable  income.  An 
exact  check  is,  however,  impossible,  since  the  1956  statistical 
yearbook  of  Bulgaria  refers  to  both  the  product  and  the  expen¬ 
diture  totals  as  “  national  income  ”  and  the  value  of  the  former 
is  given  in  1952  prices  and  that  of  the  latter  in  1939  prices. 


separate  label  for  the  sum  of  domestic  consumption 
and  accumulation. 

However,  the  user  of  published  eastern  European 
and  Soviet  statistics  needs  to  bear  in  mind,  first,  that 
the  published  trends  of  loosely  defined  “  national 
income  ”  may  refer  either  to  “  income  produced  ”  or 
to  “  disposable  (distributed  or  realized)  income  ”  and, 
secondly,  that  references  to  the  shares  of  consumption 
or  of  investment  (or  accumulation)  in  national  income 
are  likely  to  refer  in  some  countries  to  percentages  of 
a  total  consisting  only  of  domestic  consumption  and 
domestic  accumulation,  in  others  to  shares  in  national 
income  produced. 

The  amount  of  published  details  of  the  composition 
of  final  expenditure  varies  enormously  between  coun¬ 
tries.  No  statistics  whatsoever  are  published  for  Alba¬ 
nia,  Czechoslovakia,^®  Rumania  and  the  Soviet  Union. 
Eastern  Germany  provides  times-series  (index  numbers 
only),  and  percentage  shares  in  disposable  income,  of 
(a)  consumption,  broken  down  into  collective  con¬ 
sumption  (with  an  entry  for  increase  in  fixed  assets 
in  the  non-productive  sphere)  and  personal  consump¬ 
tion,  and  (b)  accumulation  (domestic)  subdivided  into 
two  groups :  increment  in  fixed  assets  and  work  in 
progress,  and  increase  in  stocks  and  reserves.  In 
Bulgaria  the  values  of  the  same  aggregates  are  pub¬ 
lished,  in  constant  prices  only. 

The  Hungarian  and  Polish  monographs  already 
mentioned,  as  well  as  the  regularly  published  data, 
provide  much  more  information,  the  scope  of  which 
is  reviewed  below. 


**The  1958  statistical  yearbook  of  Czechoslovakia  shows, 
however,  an  index  number  of  personal  consumption  in  constant 
prices  for  the  years  1949-1957. 


-  61  - 


Consumption 

In  all  eastern  European  countries  except  eastern 
Germany,  the  definition  of  consumption  (within  the 
chosen  “  material  ”  boundary  of  production)  is  similar 
lo  that  adopted  in  “  western  ”  national  accounts  in 
that  all  durable  consumers’  goods,  except  dwellings, 
are  considered  to  be  consumed  at  the  moment  of 
acquisition  by  the  consumer.  In  eastern  Germany, 
however,  the  concept  of  consumption  is  appreciably 
wider  (and  that  of  accumulation  correspondingly 
narrower)  in  that  it  includes  the  net  increment  in  the 
value  of  non-productive  construction  (dwellings, 
schools,  hospitals,  etc.)  and  capital  repairs  to  such 
buildings  during  the  year. 

The  national  accounts  of  all  planned  economies 
make  a  distinction  between  personal  (or  individual) 
and  collective  (or  social)  consumption,  somewhat 
analogous  to  the  break-down  in  “  western  ”  accounts 
into  private  and  government  consumption.  The  classi¬ 
fication  of  expenditure  incurred  by  public  institutions 
to  satisfy  directly  the  consumption  needs  of  their 
members  or  residents  (for  instance  the  value  of  food 
consumed  by  members  of  the  armed  forces,  of  milk 
and  meals  supplied  in  schools  or  of  medicaments 
furnished  to  hospital  patients)  is  not  entirely  uniform  ; 
but  it  seems  that,  outside  Czechoslovakia,  this  type 
of  expenditure  is  now  everywhere  counted  in  personal 
consumption.®'^ 

Personal  consumption  also  everywhere  includes,  in 
addition  to  the  value  of  goods  and  material  services 
consumed  by  individuals,  the  depreciation  of  dwell¬ 
ings.®®  In  principle,  the  latter  entry  is  based  on  a 
notional  concept  of  amortization  of  dwellings,  but  in 
some  countries  —  for  instance,  in  Poland  —  the  esti¬ 
mated  cost  of  capital  repairs  actually  incurred  during 
the  year  is  substituted.®®  The  exclusion  of  actual  or 
imputed  rent  from  personal  consumption  constitutes  a 
major  difference  between  the  definitions  of  this 
aggregate  in  the  countries  under  review  and  elsewhere  ; 
combined  with  the  exclusion  of  other  consumers’ 
services,  it  makes  virtually  impossible  the  comparison 
of  indicators  of  trends  of  personal  consumption,  or  of 
its  share  in  national  income,  in  any  of  these  countries 
with  similar  indicators  in  others.  The  Hungarian 
accounts  list  separately,  as  components  of  personal 
consumption,  foodstuffs,  manufactures,  and  heat  and 
light,  broken  down  (in  the  1956  monograph)  by 


In  the  Polish  accounts  this  applies  only  since  1956;  in  the 
Soviet  Union  there  is  an  additional  account  of  sources  of 
finance,  in  which  such  expenditure  is  shown  as  collective. 

*•  In  Czechoslovakia,  the  depreciation  of  privately  owned 
dwellings  only. 

*•  This  of  course  tends  to  reduce  the  volume  and  the  share 
of  consumption  in  times  of  under-maintenance  of  the  housing 
stock;  the  adoption  of  the  notional  concept  of  amortization 
results  in  the  treatment  of  the  difference  between  the  notional 
value  and  actual  outlays  on  repairs  as  capital  loss. 


source  of  purchase.  The  Polish  1956-57  White  Paper 
distinguishes  between  food  and  non-food  articles  pur¬ 
chased  by  the  consumer  and  those  obtained  free.  An 
additional  table  shows  a  detailed  break-down  of  per¬ 
sonal  consumption  by  articles  —  the  only  tabul^.uvn 
of  this  kind  available  for  any  eastern  Eurooean 
country. 

Collective  consumption  includes,  as  a  rule,"*®  the 
value  of  raw  materials,  fuel,  energy  and  material 
services  used  up  in  enterprises,  institutions  and  orga¬ 
nizations  outside  the  productive  sphere  (passenger 
transport,  health  and  educational  services,  administra¬ 
tion,  defence,  etc.)  and  the  depreciation  of  non¬ 
productive  fixed  assets,  other  than  dwellings.  It  is 
usually  subdivided  into  consumption  in  enterprises 
and  institutions  rendering  non-material  services  to  the 
population  and  that  in  “other  institutions”,  mainly 
public  administration  and  defence. 

Accumulation 

The  accumulation  fund  is  equivalent  to  that  part 
of  “disposable  (distributed  or  finally  realized)  income” 
which  is  not  directly  consumed,  and  thus  it  normally 
excludes  external  investment  or  disinvestment  (i.e., 
the  net  surplus  or  deficit  on  the  current  balance  of 
payments).^^  Alternatively,  starting  with  the  global 
social  product,  accumulation  can  be  derived  as 
follows  ;  global  social  product  plus  import  surplus  (or 
minus  export  surplus)  minus  productive  consumption 
(including  amortization)  minus  non-productive  con¬ 
sumption  minus  losses. 

There  has  always  been  a  tendency  —  explicit  or 
implied  —  in  Marxist  thinking,  to  identify  accumula¬ 
tion  with  the  concept  of  “  extended  reproduction  ”. 
Those  goods  are  accumulated  which  contribute  directly 
to  further  production,  in  contrast  to  goods  consumed 
which  are  the  result  of  “  simple  reproduction  ”.  A 
strict  observance  of  these  identities  would  necessitate 
the  exclusion  of  non-productive  investment  (dwellings, 
schools,  hospitals,  etc.)  from  the  concept  of  accumula¬ 
tion,  since  this  type  of  investment  has  no  direct  bearing 
on  future  production.  In  fact,  as  was  noted  above, 
only  eastern  Germany  adheres  to  this  narrow  concept 
of  accumulation.  All  other  countries  adopt  a  wider 
definition,  distinguishing  at  the  same  time  b^'tween 
accumulation  of  productive  and  of  non-productive 
fixed  assets.^  The  main  elements  in  accumulation 


*®  The  different  coverages  in  Czechoslovakia  and  eeistem 
Germany  were  noted  above. 

“  But  as  is  noted  below  there  seems  to  be  some  confusion 
in  the  treatment  of  changes  in  gold  and  foreign  exchange  reserves 
in  some  countries. 

The  distinction  between  total  productive  and  non-productive 
accumulation  is  more  difficult — if  not  impossible — to  make, 
since  the  allocation  of  stocks  and  state  reserves  between  the 
two  categories  must  of  necessity  be  arbitrary. 
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are :  (a)  net  change  in  fixed  assets ;  (b)  change  in 
uncompleted  construction ;  (c)  change  in  circulating 
(working)  capital  (i.e.,  stocks  and  work  in  progress) ; 
and  (d)  change  in  state  reserves.  In  the  Soviet  Union, 
however,  the  last  item  appears  to  constitute  a  separate 
fund  excluded  from  the  accumulation  fund  proper. 

In  the  tabulations  of  eastern  Germany  and  Poland 
both  the  first  two  and  the  last  two  categories  are 
combined.  In  Poland,  the  sum  of  (a)  and  (6)  is 
referred  to  as  “  net  investment  ”  and  is  subdivided  into 
productive  and  non-productive  investment ;  in  Hun¬ 
gary  and  the  Soviet  Union,  however,  the  increase  in 
uncompleted  construction  is  grouped  together  with 
changes  in  stocks.  The  Hungarian  and  Polish  1956 
accounts  show  the  break-down  of  net  fixed  investment 
by  production  sectors  (but  not  by  branches  of  in¬ 
dustry). 

Fixed  investment  includes  the  value  of  capital  repairs 
and  the  imputed  value  of  activities  performed  by  the 
population  on  a  “  self-help  ”  basis  (e.g.,  irrigation 
works  carried  out  by  collective  farmers).  In  most 
countries  a  distinction  is  made  between  breeding  live¬ 
stock  and  draught  animals  on  the  one  hand,  which  are 
treated  as  fixed  assets,  and  other  livestock  which 
are  included  under  working  capital.  In  the  Soviet 
Union,  however,  it  seems  that  the  total  change 
in  livestock  is  distinguished  as  a  separate  item  of 
accumulation.  The  net  growth  of  forests  (i.e.,  the 
difference  between  the  annual  growth  and  annual  cut 
less  other  losses)  appears  in  eastern  Germany’s  ac¬ 
counts  together  with  working  capital,  but  in  Czecho¬ 
slovakia —  and  it  seems  in  other  countries  —  as  an 
increase  in  fixed  assets. 

Changes  in  state  reserves  include,  inter  alia,  varia¬ 
tions  in  strategic  stocks  held  by  the  Government."*^  It 
seems  that,  in  Poland  at  least,  gold  and  foreign  cur¬ 
rency  reserves  are  also  included,^®®  though  this  appears 
inconsistent  with  the  treatment  of  foreign  trade,  and 
the  definition  of  disposable  income,  described  above. 

The  value  of  accumulation  and  of  its  constituents 
is  always  shown  net  of  amortization,  in  accordance 
with  the  “  net  ”  concept  of  national  income  normally 
used.  Linear  depreciation  rates  are  applied  to  the 
sum  of  original  value  of  assets  and  anticipated  capital 

M.  Z.  Bor,  Batons  narodnogo  khozvaistva  SSSR,  Moscow. 
1^56,  pp.  95-98. 

“  In  the  Soviet  Union  (in  1956)  “  the  reserve  fund  comprises, 
first,  state  material  reserves  of  a  long-term  character,  secondly, 
reserves  of  defence  goods  of  a  special  nature  and,  thirdly,  current 
operational  reserves  of  the  Council  of  Ministers  used  in  the 
course  of  annual  plan  fulfilment  for  the  satisfaction  of  current 
needs  as  they  arise  ”.  (Bor,  op.  cit.,  p.  97.) 

““It  has  been  forcefully  argued  (see  for  instance  L.  Zien- 
kowski,  op.  cit.  p.  83)  th  d  the  nature  of  such  reserves  is,  from 
the  point  of  view  of  national  accounting,  identical  with  out¬ 
standing  external  credits  or  debts,  and  that  it  is  illogical  not 
to  treat  the  two  categories  in  a  similar  way — i.e.,  either  to 
include  or  to  exclude  changes  in  both  from  accumulation. 


repairs ;  and  the  calculation  of  net  fixed  investment 
consists  in  adding  the  value  of  capital  repairs  to  gross 
investment  and  then  subtracting  depreciation  charges, 
fixed  according  to  established  norms."*"  The  procedure 
is  similar  for  the  calculation  of  increases  in  the  net 
value  of  both  productive  and  non-productive  assets. 
In  the  case  of  non-productive  assets  the  amount  of 
amortization  allowed  is  identical  with  the  (positive) 
entry  in  the  consumption  account  (see  above). 

“  Investment  Outlays  ”  and  Increases  in  Fixed  Invest¬ 
ments 

Since  amortization  for  the  economy  as  a  whole, 
and  for  its  parts,  is  easily  available,  the  calculation 
of  gross  national  product  —  and  of  other  magnitudes 
on  a  gross  basis  —  need  present  no  accounting  diffi¬ 
culties  ;  and  it  was  noted  above  that  such  aggregates 
have  been  published  in  Poland.  However,  the  statistics 
of  “  investment  outlays  ”  •*®  regularly  published  (in 
value  or  at  least  as  an  index)  in  all  eastern  European 
and  the  Soviet  statistical  yearbooks,^’  do  not  represent 
gross  capital  formation  as  obtainable  from  national 
accounts  by  adding  amortization  to  the  net  increment 
in  fixed  assets  (inclusive  of  uncompleted  construction). 

The  concept  of  investment  outlays  is  geared  to  the 
planning  of  investment  expenditures  and  provides  an 
operative  indicator,  available  also  on  a  very  short-term 
basis,  of  the  fulfilment  of  such  plans.  For  the  over¬ 
whelming  majority  of  projects  the  amounts  actually 
spent  over  a  period  are  reported  by  enterprises  and 
credit  institutions,  and  in  some  countries  —  Bulgaria, 
Czechoslovakia  and  Poland  —  these  are  supplemented 
by  estimates  of  expenditure  of  funds  derived  from 
other  sources.^®  Outside  eastern  Germany,  investment 
outlays  invariably  exclude  the  cost  of  capital  repairs. 
They  also  usually  exclude  the  value  of  changes  in 
livestock  numbers  (except  in  Rumania)  and  of  the 
natural  growth  of  forests,  as  well  as  (outside  Bulgaria) 
the  value  of  construction  work  performed  on  a 

The  Statistical  Office  of  the  United  Nations,  Concepts  and 
Definitions  of  Capital  Formation  (Statistical  Papers  F.3)  recom¬ 
mends  that  “  only  those  repair  costs  which  materially  lengthen 
the  anticipated  economic  life  of  the  asset  or  raise  its  producti¬ 
vity  be  treated  as  capital  formation”  (p.  13).  The  Soviet 
definition  of  capital  repair  by  and  large  coincides  with  this — e.g., 
“  In  practice  capital  repair  is  usually  associated  with  the  process 
of  modernizing  equipment,  raising  its  technical  level  or  its 
capacity”  (Kratky  ekonomichesky  slovar,  1958,  p.  118). 

“  This  method  of  calculation  is  very  similar  to  that  applied, 
for  example,  in  Norway. 

“  In  Russian,  Kapitalnye  vlozheniya. 

In  eastern  Germany,  operational  statistics  corresponding 
to  investment  outlays,  and  published  quarterly,  refer  to  invest¬ 
ment  in  the  state  sector  only  and  include  capital  repairs  of 
productive  assets.  Annual  figures,  published  for  the  first  time 
in  the  1958  statistical  yearbook,  have  the  same  coverage  except 
that  they  include  all  capital  repairs.  The  Soviet  data  exclude 
private  investment,  as  do  the  Albaniaa 

“  In  practice,  mainly  expenditure  on  privately  financed 
dwelling  construction. 
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voluntary  and  unpaid  basis.  On  the  other  hand  they 
include  “  wasted  ”  expenditure,  such  as  outlays  on 
projects  subsequently  abandoned. 

For  the  countries  in  which  investment  outlays 
include  private  as  well  as  public  investment  expen¬ 
diture,  the  increase  in  net  fixed  assets  can  be  derived 
as  follows :  Investment  outlays  plus  capital  repairs 
plus  the  value  of  activities  on  a  “  self-help  ”  basis  plus 
increase  in  breeding  livestock  and  draught  animals^** 
plus  natural  growth  of  forests'^®  minus  depreciation 
minus  capital  losses  (including  abandoned  projects 
and  the  value  of  scrapped  assets  not  fully  amortized) 
minus  uncompleted  construction. 

One  of  the  advantages  of  the  reporting  system  in 
the  planned  economies  is  that  net  fixed  investment 

*•  In  eastern  Germany  this  item  appears  under  working  capital. 

3.  Problems  of  Valuation  and 

Some  Aspects  of  Price  Formation  in  Planned  Eco¬ 
nomies 

In  national  accounting  in  eastern  Europe  and  the 
Soviet  Union,  goods  and  productive  services  are 
valued  at  the  prices  at  which  transactions  take  place 
—  the  so-called  “  realized  prices  This  approach 
resembles  the  market  price  valuation  of  “  western  ” 
accounting  practice,  in  that  realized  prices  include 
indirect  taxes  and  subsidies.  This  conceptual  similarity, 
however,  masks  the  effect  of  actual  valuation  methods 
on  the  size,  structure  and  dynamics  of  national  income 
aggregates,  stemming  essentially  from  the  different 
nature  of  price  formation  in  the  two  types  of  economic 
system. 

In  the  planned  economies,  where  the  majority  of 
prices  are  administratively  determined,  a  distinction 
is  made  between  the  prices  of  consumers’  goods  and 
of  producers’  materials  and  equipment.  Whereas  the 
prices  of  goods  exchanged  among  producers  are  fixed 
around  (or  even  sometimes  below)  their  labour  cost 
(wage-bill)  plus  depreciation  charge,  consumers’  goods 
carry  a  high  turnover  tax  which  constitutes  the  basic 
financial  source  of  centrally  planned  accumulation. 
Although  indirect  taxes  are  imposed  on  consumers’ 
goods  in  all  countries,  and  on  some  articles  (par¬ 
ticularly  tobacco  and  alcohol)  are  frequently  quite 
high,  the  volume  of  turnover  tax  in  the  planned 
economies  is  of  a  different  order  of  magnitude  from 
indirect  taxation  in  most  other  countries."^®  In  1957, 

Realized  prices  are  different  from  the  “  factory  prices  ”  or 
“  planned  prices  ”  which  are  the  normal  basis  of  valuation  of 
current  statistics  (including  index  numbers)  of  industrial  output. 
These  current  statistics  are  thus  not  comparable  with  the  cor¬ 
responding  elements  in  the  global  social  product  in  the  national 
accounts. 

This  is  one  reflection  of  the  widely  differing  methods  of 
tax  collection,  and  of  the  different  roles  played  by  taxation  in 
the  financing  of  investment,  in  the  two  main  types  of  economy. 


in  the  state  sector  can  be  determined  directly  from 
enterprise  accounts.  As  a  rule,  enterprises  keep  in¬ 
ventory  cards  for  each  fixed  asset,  carrying  its  initial 
value  and  subsequent  changes  in  net  value  due  to 
depreciation  and  capital  repairs  up  to  the  point  of 
final  disposal.  The  difference  between  the  aggregate 
net  values  of  fixed  assets  at  two  points  of  time  corre¬ 
sponds  to  net  fixed  investment  (without  uncompleted 
construction).  This  identity  is,  however,  true  only  for 
the  national  economy  as  a  whole,  since  enterprise 
inventories  record  transfers  of  assets  betwen  enter¬ 
prises.  Aggregate  changes  in  such  inventory  values 
are  published  everywhere  except  in  eastern  Germany 
and  Poland  ;  full  capital  accounts  by  economic  sectors 
are  regularly  published  in  Hungary. 

®®  Either  in  absolute  figures  or  in  index  numbers. 

OF  International  Comparison 

for  instance,  the  ratio  of  turnover  tax  receipts  to  the 
tax-inclusive  value  of  retail  trade  (which  accounts  for 
an  overwhelming  share  of  the  total  market  value  of 
goods  subject  to  turnover  tax)  varied  from  around 
one-third  in  Poland,  to  around  one-half  in  Bulgaria, 
Czechoslovakia,  Rumania  and  the  Soviet  Union,  and 
as  much  as  two-thirds  in  Hungary. 

Another  feature  of  the  price  systems  in  eastern 
Europe  and  the  Soviet  Union  is  the  multiplicity  of 
prices,  resulting  both  from  the  fact  that  a  particular 
commodity  carries  a  very  different  price  when  sold  to 
the  consumer  from  its  price  when  sold  to  another 
producer,  and  from  the  varied  nature  of  trans¬ 
actions —  each  valued  at  a  different  price  —  on  the 
agricultural  producers’  market."-  The  range  of  farm 
prices  varies  from  the  low  —  sometimes  below-cost  — 
prices  (involving  an  element  of  tax)  paid  by  the  State 
for  compulsory  deliveries,  through  considerably  higher 
prices  for  contractual  deliveries,  to  free  market  prices 
obtained  by  the  peasants  in  direct  sales  to  the 
consumer  which,  as  a  rule,  are  the  nearest  to  those 
charged  by  the  state  retail  network.^^  The  elimination, 
or  reduction  of  the  volume,  of  compulsory  deliveries 
and  increases  in  prices  paid  for  them  in  most  countries 
of  the  area  in  recent  years,  have  gone  a  long  way  to 

A  single  price  for  a  given  commodity  is  also  rare  in  free 
market  economies.  However,  in  these  economies  the  spread 
of  prices  for  a  given  commodity  tends  to  be  a  reflection  of 
transport  cost  differentials  and  market  imperfections.  In 
planned  economies  multiple  prices  are  built  into  the  system, 
and  the  range  is  frequently  so  wide  that  the  selection  of  a  repre¬ 
sentative  price  offers  considerable  difficulties. 

Still  different  sets  of  prices  are  used  in  the  relations  between 
the  State  and  the  state  farms. 

For  instance,  in  Hungary  the  following  prices  were  quoted 
in  1956  for  wheat  (in  forints  per  quintal): 


Compulsory  deliveries .  75 

Contractual  deliveries . 28G 

Free  market . 320 


1 
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Table  2 

Net  product  and  taxes  by  sectors  of  origin  in  Poland  and  Hungary,  1956 

Percentages 


Poland  1 

1  Hungary 

Sector 

Share  of  turnover 

Share  of  the  sector  in  net 
domestic  product 

Share  of  taxes 
in  the  net  product  r 

Share  of  the  sector 

tax  in  the  net 
product  at  realized 
prices 

at  realized 
prices  “ 

at  conventional 
prices  b 

in  net  domestic 
product  at 
realized  prices 

in  “  total 
labour  cost  ” 

Industry  . 

41.3 

49.5 

40.1 

57.2 

45.3 

36.4 

Building . 

0.1 

8.8 

11.6 

6.2 

9.9 

Agriculture . 

Forestry  . 

23.1 

27.9 

1.0 

32.5 

1.1 

[  8.5 

31.6 

40.6 

Freight  transport . 

2.8 

2.9 

27.4 

3.4 

4.7 

Trade  « . 

12.0 

7.8 

13.2 

Other  sectors  f  . 

— 

2.1 

— 

Net  domestic  product  ® . 

21.3 

i 

100.0 

100.0 

35.2 

Note.  —  The  net  product  at  “  conventional  ”  prices  has  been  calculated 
by  the  Polish  Statistical  Office,  but  only  the  percentage  distribution  was 
published  in  the  second  White  Paper. 

It  appears  that,  for  all  sectors  outside  agriculture,  net  product  at  conven¬ 
tional  prices  corresponds  roughly  to  total  labour  cost  (including  sociai  insur¬ 
ance),  and  was  arrived  at  by  subtracting  turnover  tax  and  some  other  minor 
taxes  from  the  net  values  of  output  at  “  realized  ”  prices  and  by  adding  sub¬ 
sidies.  In  agriculture  the  net  income  of  the  producers  was  considered  as  the 
equivalent  of  the  total  labour  cost.  Consequently,  the  total  output  (whether 
marketed,  self-consumed  or  used  as  intermediate  input)  was  repriced  at  the 
weighted  average  price  paid  for  marketed  output  and  inputs  where  then  de¬ 
ducted.  Since  in  making  this  calculation  the  desire  was  to  eliminate  the  distort¬ 
ing  effiects  of  turnover  tax  on  apparent  relative  sector  outputs,  rather  than  to 
eliminate  turnover  tax  from  the  evaluation  of  total  output,  the  second  stage  of 
the  calculation  was  the  redistribution  of  original  total  net  domestic  product 
among  the  different  sectors  in  proportion  to  their  shares  in  the  total  resulting 
from  the  above  calculation.  It  may  be  noted  that  this  whole  computation  is 
made  in  domestic  prices,  making  no  allowance  for  the  “  gain  ”  or  “  loss  ”  to  the 
economy  resulting  from  the  foreign  trade  price  differentials. 

The  figures  shown  for  Hungary,  under  “  total  labour  cost  ”,  are  a  rough 
and  ready  calculation  made  by  the  secretariat  on  the  basis  of  data  published 
in  the  monograph  (p.  86)  mentioned  at  the  beginning  of  this  article,  with  the 
intention  of  adjusting  them  to  the  Polish  concept.  For  each  sector  the  figures 


narrow  the  range.  Nevertheless,  the  existence  of  price 
differentials,  and  changes  in  the  structure  of  agricul¬ 
tural  sales,  have  an  important  impact  on  the  value  of 
agricultural  production  and  on  its  share  in  national 
product  (see  below).  Moreover,  the  diversification  of 
prices  gives  rise  to  the  problem  of  valuing  goods  con¬ 
sumed  by  their  producers  (self-consumption).  It  is 
now  a  general  rule  that  self-consumption  by  peasant 
households  is  measured  —  for  the  calculation  of  agri¬ 
cultural  output  and  of  personal  consumption  —  at  a 
weighted  average  price,  which  takes  into  account  the 
weights  and  prices  of  all  types  of  transaction.^^’ 

In  fixing  prices,  no  or  little  allowance  is  made 
in  the  planned  economies  for  the  scarcity  of  capital 
and  land,  following  the  principle  that  the  only  factor 
of  production  is  labour  (in  pricing  only  “  living  ” 
labour  is  counted  since  “  embodied  ”  labour  is 

In  Poland,  however,  the  1956  and  1957  calculations  were 
based  on  contractual  delivery  prices.  The  1954  and  1955  com¬ 
putations  introduced  two  sets  of  aggregates  :  one  based  on  the 
weighted  average  concept  and  the  other  on  urban  retail  trade 
prices  reduced  by  the  trade  margin  (see  the  Survey  for  1958, 
Chapter  IV,  p.  5). 


include  the  wage  cost  {plus  10  per  cent  for  social  insurance)  and  the  total  net 
income  of  private  producers.  Since  agricultural  production  has  been  already 
initially  calculated  at  weighted  average  selling  prices,  no  adjustment  was 
necessary.  The  output  of  the  foreign  trade  sector  is,  however,  excluded. 

It  should  be  remembered  that  1956  was  not  a  typical  year  for  Hungarian 
national  income  (but  data  allowing  for  a  similar  calculation  are  not  available 
for  any  other  year).  The  share  of  foreign  trade  in  national  product  was  excep¬ 
tionally  high  and  that  of  heavy  industries  very  low.  Consequently,  turnover 
taxes  had  also  an  exceptionally  high  share  in  the  national  income. 

“  Including  turnover  taxes  and  subsidies. 

b  Labour  cost  plus  a  small  margin  of  profit  (for  details  of  calculation  see  note 
above). 

c  Mainly  turnover  taxes,  but  including  also  some  7  per  cent  direct  taxes 
(almost  entirely  in  the  private  sector). 

d  Wage  cost  plus  the  total  net  income  of  private  producers  (for  details  see 
note  above). 

e  Including  a  small  allowance  for  the  labour  cost  of  conducting  foreign  trade 
in  Poland  (but  not  the  “  loss  ”  or  “  gain  ”  due  to  the  price  differential),  and 
excluding  both  in  Hungary. 

Some  branches  classified  under  this  heading  in  Poland  appear  in  building, 
freight  transport  or  trade  in  Hungary. 


assumed  to  have  been  remunerated  in  the  past).  Thus 
the  exclusion  of  turnover  taxes  would  not  result  in 
magnitudes  corresponding  to  the  “  factor  cost  ” 
calculations  which,  in  other  countries,  enable  the  dis¬ 
torting  effects  of  indirect  taxes  and  subsidies  to  be 
eliminated  from  the  values  at  market  prices  of  the 
main  national  accounting  aggregates.  The  deduction 
of  turnover  tax  would  rather  correspond  to  valuation 
at  prime  costs. 

The  Impact  of  Price  Systems  on  the  Structure  of 

I'Jational  Income  and  Expenditure 

Although  it  is  impossible  to  determine  the  precise 
influence  of  valuation  methods  currently  applied  on 
the  relative  weights  of  the  various  components  of 
national  income  and  expenditure,  certain  tendencies 
—  to  be  borne  in  mind  in  any  comparative  studies  — 
can  be  identified. 

On  the  product  side,  the  share  of  agriculture  in 
national  product  tends  to  be  under-valued  for  three 
main  reasons :  the  freedom  of  the  agricultural  sector 
from  turnover  taxes,  and  the  under-pricing  both  of 
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compulsory  deliveries  and  of  self-consumption.^** 
Polish  calculations  (see  Table  2)  show  that  the  elimi¬ 
nation  of  turnover  and  other  taxes  and  subsidies  would 
have  increased  the  apparent  share  of  agriculture  in 
total  product  in  1956  from  around  28  per  cent  to 
33  per  cent ;  and  a  similar,  though  less  precise,  calcu¬ 
lation  for  Hungary  indicates  an  increase  from  around 
32  per  cent  to  41  per  cent.  The  re-calculation  of  the 
value  of  self-consumption  in  retail  trade  prices,  men¬ 
tioned  above,  was  shown  in  Poland  (in  1954)  to 
increase  the  share  of  agriculture  from  25.3  per  cent  to 
30  per  cent  of  national  product.®’ 

The  impact  of  turnover  taxes  and  subsidies  in 
Poland  and  Hungary  on  the  shares  of  other  sectors  is 
also  illustrated  in  Table  2.  Tax-levying  practices  vary 
among  the  countries  of  planned  economies  :  in  Czecho¬ 
slovakia,  turnover  taxes  are  raised  exclusively  in  in¬ 
dustry,  in  the  Soviet  Union  and  in  Hungary  partly 
in  industry  and  partly  in  trade,  and  in  eastern  Germany 
before  1955  they  were  collected  almost  exclusively  in 
trade  but  have  since  been  raised  in  industry.  In  the 
last-named  country  the  value  in  current  prices  of  the 
net  output  of  trade  was  virtually  the  same  in  1955  as 
in  1958,  when  the  change  in  the  method  of  tax  col¬ 
lection  occurred,  although  the  value  of  retail  trade  in 
current  prices  increased  over  this  period  by  more  than 
20  per  cent. 

The  incidence  of  the  turnover  tax  not  only  increases 
considerably  the  share  of  industry  as  a  whole  in 
national  product,  but  affects  the  weights  of  industrial 
branches,  generally  exaggerating  the  importance  of  the 
light  and  food  industries  as  compared  with  heavy 
industry.  Thus,  at  “  conventional  prices  ”  (see  the 
note  to  Table  2)  the  share  of  food  industry  in  total 
industrial  output  in  Poland  in  1956  becomes  only 
12.5  per  cent,  rather  than  30.7  per  cent  at  “  realized  ” 
prices,  whereas  that  of  engineering  increases  from 
15.7  per  cent  to  24.9  per  cent  (see  Table  3).  In  relation 
to  a  factor  cost  basis  of  calculation  as  applied  in 
“  western  ”  economies  this  particular  bias  would  be 
greater,  since  the  capital-intensive  branches  of  industry 
are  relatively  under-valued  by  omission  of  interest  on 
capital  as  well  as  by  the  present  lowness  of  deprecia¬ 
tion  rates  in  all  countries  except  Czechoslovakia. 

Finally,  the  share  of  the  foreign  trade  sector  in  the 
countries  where  it  includes  the  “  account  of  price 
differences  ”  is  very  sensitive  to  the  composition  of 

**  It  may  be  noted  that  whenever  a  policy  of  stable  retail 
prices  of  food  is  followed,  any  increase  in  prices  paid  to  the 
peasants  for  compulsory  deliveries  (or  decline  in  the  volume  of 
such  deliveries)  not  only  increases  the  value  of  agricultural 
product,  but  forces  a  reduction  of  the  value  of  output  of  the  food 
industry  via  a  diminution  of  turnover  tax  on  processed  foods. 

In  the  break-downs  of  global  social  product,  published  in 
Bulgaria,  eastern  Germany  and  Rumania,  the  share  of  agri¬ 
culture  is  further  depressed  by  the  higher  incidence  of  duplication 
in  other  sectors.  In  1957  in  Rumania,  for  example,  the  share 
of  agriculture  in  global  product  was  31  per  cent  and  in  net 
national  product  40  per  cent. 


Table  3 

Turnover  taxes  in  the  product  of  Polish  industry  in  1956 


Percentages 


Share  of  turn¬ 
over  tax  in  the 
net  product  at 
realized  prices 

Share  of  the 
branch  in  the 
net  product  of 
industry  at 
realized  prices 

Share  of  the 
branch  in  the 
net  product  of 
industry  at 
conventional 
prices 

Energy . 

19.2 

1.7 

2.2 

Coal  mining . 

7.2  “ 

7.3 

15.1 

Ferrous  metallurgy  and 

mining  ...... 

15.8 

3.9 

6.5 

Non-ferrous  metallurgy 

and  mining  .  .  . 

0.0 

1.0 

1.6 

Engineering . 

4.0 

15.7 

24.9 

Chemical  industry  .  . 

28.6 

3.3 

3.8 

Rubber  industry  .  .  . 

53.6 

1.0 

0.8 

Mineral  extraction  .  . 

0.0 

0.1 

0.1 

Building  materials  .  . 

2.3  “ 

2.4 

4.4 

Glass  and  china  .  .  . 

6.5 

0.8 

1.3 

Wood  products  .  .  . 

10.4 

3.3 

4.8 

Paper . 

11.0 

0.8 

1.2 

Textiles . 

62.3 

18.0 

11.2 

Ready-made  clothing  . 

1.4 

2.2 

3.6 

Leather,  furs,  shoes  .  . 

60.3 

4.8 

3.2 

Fats,  oils,  soap,  cos- 

mctics  . 

68.5 

1.1 

0.6 

Food  industry  .... 

75.3 

30.7 

12.5 

Salt  . 

82.3 

0.2 

0.1 

Printing . 

16.0 

1.2 

1.6 

Other  industries  .  .  . 

43.1 

0.5 

0.5 

All  industries  .... 

42.7 

100.0 

100.0 

Source  :  Dochod  Narodo  vy  Polski  1956,  Warsaw,  1958. 
o  Deficit  industries  if  subsidies  are  considered. 


exports  and  imports.  The  output  of  this  sector  will 
thus  be  the  greater,  the  higher  the  share  of  consumers’ 
goods  carrying  turnover  tax  in  total  imports  and  the 
smaller  the  share  of  investment  goods  in  exports. 

On  the  expenditure  side  of  the  national  accounts, 
the  downward  bias  in  the  share  of  accumulation  due 
to  the  incidence  of  the  turnover  tax  may  be  somewhat 
offset  by  the  under-valuation  of  self-consumption  and 
by  the  lowness  of  depreciation  rates.  An  upward 
adjustment  of  amortization  rates  for  productive  assets 
would  reduce  the  value  of  total  net  accumulation  still 
further  ;  a  similar  correction  for  non-productive  assets 
would  have  a  double  effect,  not  only  diminishing  the 
accumulation  fund,  but  increasing  the  consumption 
fund,  since  the  depreciation  of  non-productive  assets 
is  a  positive  item  in  consumption. 

The  effect  of  eliminating  turnover  taxes  and  sub¬ 
sidies  on  the  structure  of  expenditure  in  Poland  in 
1956  is  shown  in  Table  4.  Net  accumulation  is  thus 
raised  from  20.2  per  cent  to  26.8  per  cent,  and  net 
investment  from  14.6  per  cent  to  19.4  per  cent,  of  total 
distributed  income.  No  such  calculations  exist  for 
other  countries ;  but  it  was  officially  stated  in  Hungary 
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Table  4 


Structure  of  distributed  income  in  realized 
and  in  conventional  prices  in  Poland  in  1956 


At  realized 
prices 

At  conven¬ 
tional  prices 

Total  distributed  income . 

100.0 

100.0 

Consumption . 

79.8 

73.2 

Personal . 

74.5 

68.5 

Collective . 

5.3 

4.7 

Accumulation . 

20.2 

26.8 

Net  investment . 

14.6 

19.4 

of  which : 

In  productive  sphere  .... 

9.2 

12.2 

In  non-productive  sphere  .  . 

5.4 

7.2 

Increase  in  stocks  and  reserves  .  . 

5.6 

7.4 

Source :  As  for  Table  3. 

Note.  —  In  calculating  net  national  income  for  distribution,  the  computa¬ 
tions  described  in  the  note  to  Table  2  were  carried  a  stage  further  by  adjusting 
net  domestic  product  at  conventional  prices  so  as  to  take  into  account  the 
foreign  trade  balance.  This  (in  fact  an  import  surplus)  was  evaluated  by 
valuing  imports  at  the  estimated  domestic  labour  cost  of  the  exports  necessary 
to  pay  for  them  in  full. 

that  the  share  of  net  fixed  investment  in  national 
income  in  the  early  ’fifties  was  of  the  order  of  35- 
40  per  cent  based  on  labour  cost,  compared  with 
25-30  per  cent  on  the  basis  of  realized  prices.®® 

The  existence  of  the  biases  noted  above  is  generally 
recognized  by  statisticians  in  the  countries  concerned.®” 
Most  of  them,  however,  do  not  propose  to  introduce 
into  accounting  prices  charges  for  other  factors  than 
labour ;  but  rather  to  adjust  the  relative  prices  of 
goods  to  the  relative  amounts  of  socially  necessary 
labour  spent  on  their  production.  Hence,  for  instance, 
the  Polish  “  conventional  price  ”  calculations  which,  it 
was  hoped,  might  reveal  a  basis  for  a  better  com¬ 
parability  of  the  national  accounts  of  the  planned 
economies.  Some  Polish  statisticians  have  also  pro¬ 
posed  to  give  more  attention  to  national  income 
aggregates  gross  of  amortization,  since  it  is  obvious 
that  the  present  widely  differing  national  rates  of 
depreciation  reduce  the  validity  of  international  com¬ 
parisons.”® 

Adatok  es  Adalekok  a  nepgazdasag  fejlodesenek  tanul- 
manyorasahoz,  Budapest,  1957,  p.  113. 

®*See,  for  instance,  Kolar  and  Turek,  op.  cit.\  Zienkowski, 
op.  cit.\  S.  Ferge,  Statisztikai  Szemle,  No.  7,  1957;  M.  Bor, 
Voprosy  Ekonomiki,  No.  1,  1958. 

See  L.  Zienkowski,  Przeglad  Statystyczny,  No.  1,  1959. 
V.  Nemchinov  argues  in  an  article  in  Voprosy  Ekonomiki, 
No.  4,  1959,  that  the  employment  of  modem  electronic  equip¬ 
ment  could  be  helpful  in  recalculating  various  national  account¬ 
ing  magnitudes  in  prices  equivalent  to  their  inputs  of  socially 
necessary  labour.  D.  Allakhverdyan  (op.  cit.,  p.  137)  also 
expresses  concern  with  valuation  problems  and  the  lack  of 
attention  so  far  given  to  them: 

“  In  recent  years  the  State  Planning  Commission  of  the  USSR 
has  devoted  itself  in  its  operational  economic  planning  primarily 
to  elaborating  material  production  and  consumption  balances 


The  Comparability  of  Trends  of  National  Income 

Estimates 

The  exact  significance  of  the  impact  of  the  restrictive 
concept  of  the  area  of  production  in  the  planned 
economies  on  their  estimates  of  the  rate  of  growth 
of  national  income  at  constant  prices  remains  in  doubt. 
Considering  the  post-war  emphasis  on  rapid  industri¬ 
alization  in  all  countries  of  the  area,  it  seems  highly 
probable  that,  at  least  until  recently,  the  rate  of 
growth  of  national  income  recorded  in  these  countries 
would  have  been  somewhat  smaller  —  in  some  coun¬ 
tries  perhaps  significantly  smaller  —  had  “  non-pro¬ 
ductive”  services  been  included  in  the  net  prcxluct. 
On  the  other  hand,  it  is  not  unlikely  that  the  growing 
attention  given  to  consumers’  services  in  general,  and 
to  housing  in  particular,  during  the  last  few  years  may 
have  changed  this  situation.  It  is  for  this  reason,  as 
well  as  for  the  sake  of  comparability  with  trends  in 
other  countries,  that  suggestions  have  been  made  in 
eastern  Europe  to  extend  the  current  concepts  of 
boundary  of  production,  or  at  least  to  allow  for 
alternative  tabulations.”^ 

Among  the  effects  of  valuation  practices,  the  relative 
under-valuation  of  agriculture  at  the  time  of  its  re¬ 
lative  stagnation  and  the  over-valuation  of  industry 
at  the  time  of  its  rapid  growth  have  undoubtedly 
contributed  to  a  somewhat  exaggerated  rate  of  growth 
of  total  product  in  all  countries.  Moreover,  the 
addition  of  new  products  to  estimates  of  total  output 
(otherwise  calculated  at  constant  prices  of  a  fairly 
distant  base  year)  at  the  prices  at  which  they  first 
entered  significantly  into  production  tended  to  have 
a  similar  effect.  On  the  other  hand,  the  relative 
under-valuation  of  heavy  vis-a-vis  light  industry,  while 
the  development  of  heavy  industry  was  accorded 
priority,  probably  imparted  a  downward  bias  to  the 
rate  of  growth  of  industry  as  a  whole. 

The  distortions  of  trends  of  volume  which  might 
have  been  caused  by  multiple  pricing  (for  example,  an 
increase  in  the  net  output  of  agriculture  measured  at 
constant  multiple  prices  could  be  caused  by  a  decline 
in  the  volume  of  compulsory  deliveries  or  of  self¬ 
consumption)  have  been  avoided  in  some  countries  by 
applying  to  each  product  subject  to  multiple  pricing 
a  single  price  representing  the  weighted  average  of 


of  individual  products.  There  has  been  considerably  less  concern 
with  economic  balances,  the  elaboration  of  which  is  based  upon 
the  application  of  measurements  in  value  and  money.  Com¬ 
putation  in  value  (money)  permits  the  commensurability  of  the 
material-physical  elements  of  reproduction.  However,  the 
scientific  investigation  of  the  problems  of  the  balance  of  accu¬ 
mulation  and  consumption  in  the  national  income  still  falls 
short  of  the  needs  of  the  economic  life  of  the  country.  No  global 
tabular  balance  of  the  national  economy  is  drawn  up  which 
would  embrace  all  the  main  aspects  of  the  process  of  expanding 
socialist  reproduction.” 

See,  for  instance,  W,  Brus,  in  Zycie  Gospodarcze,  No.  8, 1959. 
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all  prices  in  the  chosen  base  year.®^  Althoagh  the 
choice  of  the  base  year  has  a  negligible  effect  on  the 
dynamics  of  the  output  of  the  given  sector,  it  will 
affect  the  weight  of  that  sector  in  the  total  and  it 
may  also  influence  the  trend  in  related  processing 
sectors.  If,  for  instance,  the  base  year  is  one  in  which 
the  share  of  low-priced  compulsory  deliveries  and 
self-consumption  in  agricultural  production  was  high, 
subsequent  increases  in  the  degree  of  commercial 
trading  or  processing  of  agricultural  produce  will  give 
an  upward  bias  to  the  net  output  of  trade  and  of  the 
processing  industry. 

•Another  factor  affecting  estimates  at  constant  prices 
is  the  revaluation  of  capital  stock  which  has  already 
taken  place  in  Czechoslovakia  in  1955,  and  is  cur- 

“  Calculations  at  constant  multiple  prices  are  retained, 
however,  for  purposes  of  economic  planning  because  of  the 
need  to  maintain  the  links  between  national  income  aggregates 
and  other  balances  of  the  national  economy,  such  as  the  balance 
of  money  incomes  and  expenditures. 


rently  in  progress  in  Poland  and  the  Soviet  Union. 
Such  changes,  which  tend  to  increase  total  depre¬ 
ciation  very  substantially  on  account  of  past  under¬ 
valuation,®*  result  in  a  complete  break  in  the 
continuity  of  historical  national  income  series. 

It  is  clear,  therefore,  that  the  data  referring  to 
trends  in  national  income,  or  in  sectors  of  income  or 
expenditure,  “  indicate  correctly  only  broad  tendencies 
and  should  be  treated  as  approximate  magnitudes 
only  ”.®^  This  is  true,  in  some  degree,  of  all  national 
accounts ;  but  the  biases  in  the  estimates  of  the  coun¬ 
tries  under  review  —  aggravated  by  the  quick  struc¬ 
tural  shifts  and  violent  changes  in  price  relatives  in 
the  post-war  period  —  are  of  a  different  order  from 
those  in  most  other  countries. 

“  In  Hungary  in  1958,  for  instance,  global  coefficients  of 
revaluation  were  used  as  a  substitute  for  a  complete  inventory 
reassessment,  and  depreciation  totals  were  raised  two  to  three 
times. 

•*  Dochdd  narodowy  Polski,  1956,  Warsaw,  1958,  p.  10. 


4.  Attempts  to  increase  International  Comparability 


Activities  of  the  Council  for  Mutual  Economic  Aid 

The  inadequacies  of  current  national  accounting 
methods,  and  the  existence  of  methodological  differ¬ 
ences  among  the  various  countries  of  the  area,  have 
led  the  Economic  Committee  of  the  CMEA  to  initiate 
a  series  of  meetings  of  expert  working  groups  designed 
to  improve  the  quality  and  comparability  of  national 
accounts.  Two  such  meetings  have  been  held,  in 
June  1958  in  Warsaw  and  in  April  1959  in  east 
Berlin.  The  Warsaw  Conference  reviewed  the  main 
differences  of  methodology  among  the  member  coun¬ 
tries  and  assigned  a  number  of  topics  to  pairs  of 
rapporteurs,  whose  reports  were  discussed  at  a  plenary 
meeting  in  Berlin.®* 

Both  meetings  seem  to  have  focused  their  atten¬ 
tion  on  the  comparability  of  estimates  of  consumption 
and  of  accumulation  funds,  but  more  general  problems 
of  valuation  and  of  the  boundary  of  production  were 
also  taken  up.  On  the  latter  issue  an  important 
recommendation  was  made  in  Berlin,  to  include  in 
the  productive  sphere  —  for  practical  if  not  for  con¬ 
ceptual  reasons  —  passenger  transport  and  “  personal  ” 
communications.  If  adopted,  this  would  put  an  end 
to  a  long-standing  controversy,  and  would  widen  the 
area  of  production  for  all  countries  concerned  except 
eastern  Germany  (see  section  1  above).  It  was  also 
proposed  that  certain  communal  services  (such  as 

The  Warsaw  meeting  was  reported  in  Statisztikai  Szemle, 
Nos.  8-9,  1958,  pp.  873-879,  and  the  Berlin  meeting  in  Ikono- 
micheska  Mist,  No.  5,  1959,  pp.  100-106;  but  no  full  official 
reports  are  generally  available.  The  conclusions  reached  and  the 
recommendations  made  are  subject  to  the  approval  of  the 
Economic  Committee  of  CMEA. 


laundries  and  dry-cleaning),  the  treatment  of  which 
varied  among  countries,  be  included  in  production. 

On  the  two  specific  questions  of  valuation  discussed, 
little  progress  seems  to  have  been  made  regarding 
the  treatment  of  foreign  trade ;  but  on  the  valuation 
of  agricultural  production  the  Berlin  meeting  proposed 
the  universal  adoption  of  the  practice  of  evaluating 
any  agricultural  production  separately  distinguished 
by  sector  of  ownership  (i.e.,  collective  farm,  state 
farm  or  private)  or  end-use  (including  self-consump¬ 
tion)  at  a  single  price,  for  example  the  weighted 
average  price  of  all  transactions  (excluding,  of  course, 
self-consumption).  This  would  be  additional  to  other 
calculations  at  actual  realized  prices  with  self-con¬ 
sumption  valued  at  retail  trade  prices  (presumably 
reduced  by  the  trade  margin).  The  conclusion  has 
thus  been  reached  that  the  multiplicity  of  prices  of 
agricultural  products,  and  the  differences  in  the  struc¬ 
ture  of  transactions,  are  such  that  no  single  calculation 
can  be  applied  to  express  correctly  the  changes  in  the 
physical  volume  and  structure  of  agricultural  produc¬ 
tion  and  the  contribution  of  the  agricultural  sector 
to  national  income. 

In  accordance  with  the  primary  interest  of  the 
Council  in  closer  economic  co-operation  and  co¬ 
ordination  of  the  economic  development  of  the 
member  countries,  considerable  time  was  devoted  to 
the  study  of  inter-country  comparability  of  the  con¬ 
sumption  and  accumulation  funds.  Some  headway 
was  apparently  made  at  Berlin  with  regard  to  the 
former.  A  technique  was  agreed  upon  for  comparing 
the  absolute  volumes  of  consumption  based,  broadly 
speaking,  on  the  revaluation  of  national  consumption 
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aggregates  in  Soviet  retail  trade  prices.  For  this  pur¬ 
pose  the  meeting  laid  down  as  the  first  step  the 
identification  of  various  groups  and  sub-groups  of 
consumers’  goods  and  (productive)  services  within 
total  consumption  in  each  country.  Out  of  these, 
representative  commodities  are  to  be  selected  in  each 
country,  in  accordance  with  its  expenditure  pattern, 
and  their  values  adjusted  by  a  price  index  based  on 
Soviet  retail  prices.®® 

In  relation  to  the  accumulation  fund,  differences  of 
opinion  seem  to  have  arisen  on  whether  the  main 
emphasis  should  be  given  to  the  share  of  accumulation 
and  its  constituents  in  national  income  (the  approach 
advocated  by  Poland  and  Hungary)  or  to  the  com¬ 
parability  of  the  absolute  volume  of  accumulation  in 
various  countries  (supported  principally  by  Bulgaria 
and  the  Soviet  Union).  The  attempt  to  obtain  more 
realistic  and  internationally  comparable  proportionate 
end-uses  of  national  income  would  involve  re-calcula¬ 
tions  on  the  lines  of  the  Polish  tabulations  at  “  con¬ 
ventional  ”  prices  (see  section  3  above),  whereas  com¬ 
parisons  of  absolute  volumes  would  necessitate  re¬ 
calculations  of  expenditure  at  the  prices  of  one  country 
by  methods  similar  to  those  recommended  for  com¬ 
parisons  of  the  consumption  fund.  A  special  meeting 
to  consider  these  problems  is  to  be  convened. 

The  work  so  far  done  in  the  CMEA  is  an  important 
contribution  to  better  calculation  and  utilization 
of  national  income  statistics,  particularly  for  the 

“The  question  of  the  break-down  of  consumption  into 
personal  and  collective  consumption  was  also  taken  up.  The 
decision  was  taken  to  replace  the  classification  used  hitherto 
by  a  subdivision  of  consumption  into  “  personal  consumption 
by  the  population  of  material  goods  ”  and  “  other  kinds  of 
consumption  but  the  summary  report  referred  to  in  footnote 
65  above  does  not  state  the  coverage  of  the  newly  established 
sub-groups  with  sufficient  precision,  though  it  indicated  that 
the  former  would  cover  direct  consumption  (food,  clothing 
and  housing,  however  their  purchases  were  financed)  and  the 
latter  indirect  consumption  and  other  social  outlays  (material 
content  of  education,  tlefence,  etc.). 


purpose  of  comparative  studies  among  its  member 
countries.  It  seems,  however,  that  unless  the  scope  of 
the  work  now  envisaged  by  CMEA  is  considerably 
widened,  its  outcome  will  constitute  only  a  step 
towards  comparability  between  the  national  accounts 
of  CMEA  members  and  those  of  other  countries. 

The  Conference  of  European  Statisticians 

In  this  connexion,  the  Conference  of  European 
Statisticians,  at  its  sixth  plenary  session  in  June  1958, 
established  a  group  of  rapporteurs  to  study  the  com¬ 
parability  of  the  two  main  types  of  system  of  national 
accounts  in  use  in  Europe.  The  group,  which  includes 
members  from  both  eastern  and  western  European 
countries,  held  its  first  meeting  in  May  1959  and 
adopted  as  the  first  stage  of  its  work  the  task  of 
clarifying  the  basic  conceptual  differences  between  the 
two  systems.  The  group  drew  up  an  agreed  statement 
of  the  major  conceptual  differences  and  also  noted  the 
importance,  in  comparing  the  national  accounts  esti¬ 
mates  of  market  economies  with  those  of  centrally 
planned  economies,  of  the  problems  arising  from  differ¬ 
ences  in  concepts  and  methods  governing  the  valuation 
of  production.  As  further  stages  in  its  task  of  promot¬ 
ing  the  maximum  possible  comparability  of  the  two 
systems  of  national  accounts,  the  group  proposed  a 
programme  of  future  work,  including  the  more  detailed 
study  of  the  problems  of  comparing  estimates  of  pro¬ 
duction,  consumption  and  capital  formation.  As  a 
longer-term  objective  it  proposed  to  study  the  possi¬ 
bility  of  drawing  up  an  accounting  structure,  embracing 
the  main  elements  of  both  systems,  into  which  the 
figures  of  all  countries  could  be  fitted  on  as  comparable 
a  basis  as  possible. 

At  its  seventh  session,  in  June  1959,  the  Conference 
of  European  Statisticians  accepted  these  proposals ; 
and  the  group  of  rapporteurs  will  hold  its  second 
meeting  in  May  1960  to  continue  its  task. 
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